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S C O P E
Development o f c iv i l i z a t i o n  is  d i r e c t ly  connected w ith  the development of 
technological inventions , and of course, development of transport.Hence,  
maritime transport a c t iv i t i e s  is  not a phenomenon outside the realm of 
a l l  h is to r ic a l  experience due to the fa c t  th a t  man has used boats and 
ships fo r  commerce and trade  fo r  the centuries  past.
I t  is  the natura l proxim ity  of a country to  big navigable r iv e r s  and 
lak e s , or sea, th a t  lead to  the proud t r a d i t io n  of shipping, whether th is  
be fo r  transporting  goods along inland waterways, between coastal ports  
or across the oceans. C e r ta in ly ,  any maritime experience of a country  
antedates acquaintance w ith the ships and the sea, a fa c to r  which e n fo r ­
ces the p o licy  o f animating the economy and opening her doors to the ou t­
side world.
S im i la r ly ,  any country w ith a coastal l in e  w i l l  o r d in a r i ly  have f is h in g  
and coastwise trade which is  a natura l t r a in in g  ground, p ro v id ing  s k i l l s  
in  seamanship which may be f a i r l y  simple in  terms of today 's  advanced 
technology but which are valuable  neverthe less . Therefore , shipping has 
somewhere back in h is to ry ,  began as coast-hopping in form of small mer­
chant f l e e t s ,  and l a t e r  there  was a gradual deep sea shipping, expanding 
reconnaisance along increasing u n fa m il ia r  shores.
The progressive discovery by man exposed him to  wider worlds than the  
l i t t l e  world th a t  he experienced d i r e c t l y ,  however, by doing t h i s ,  the  
t r a d i t io n a l  maritime countries  made great advances in  fo re ign  trade  and 
ocean shipping became an important l in k  in the chain o f the economic*de- 
. velopment o f a l l  the countries  of the world.
Ever since 15th century, the development of ocean s a i l in g  vessels enabled 
the Portuguese and the Spanish to  venture more and more in  the long 
voyages. During the mid 19th century, ship operators and designers of 
European countries expanded t h e i r  services and made great advances in  
engineering.
E f fo r ts  to  secure as much as possible in  the seaborne world trade con-
t inued to  increase, and so did the merchant f l e e t s  of cargo and passen­
ger steamers f ly in g  the f la g s  of countries  l i k e  B r i t a in ,  Holland, France, 
Germany, I t a l y ,  Portugal and Spain, were busy in every ocean.
In most cases, the d iv e r s i ty  of actions took place w ith in  a v a r ie ty  of 
p o l i t i c a l  and economic s tru c tu re s , under the camouflage of im peria lism .  
In troduction  of co lon ia l ru le  in the so c a l le d  th i r d  world countries  by 
the  developed countries marked the beginning of a new era in  the f i e l d  
of economic a c t i v i t i e s .  The aforementioned s itu a t io n  did not keep ship­
ping a c t iv i t i e s  aside, since i t  is  q u ite  c le a r  th a t  the same co lon ia l  
powers and the t r a d i t io n a l  maritime countries  in genera l,  co n tro l led  
the shipping services in most o f  the developing countr ies .
Mt
A fte r  the Second World War, some of the th i r d  world ci)untries were under­
standably conscious of t h e i r  new national i d e n t i t i e s ,  and f e l t  s trongly  
th a t  they were being dependent upon the services of o thers . In p a r t ic u ­
l a r ,  they f e l t  they were being squeezed and there  was a general desire  
to  p a r t ic ip a te  in  the operation and p r o f i ts  of the shipping services  
which were too much in the hands of developed countries .
One of the fea tures  of the recent years since the 1960 's , has been the  
d es ire  by re cen tly  independent countries  to  control t h e i r  commercial and 
in d u s tr ia l  in te r e s ts ,  on the ground th a t  large  percentage of the tra d e ,  
th a t  is  exports and imports, is  c a rr ie d  by sea, and th a t  es tab lish in g  
and developing t h e i r  own merchant f l e e t s  is  th e 'o n ly  way to  make a major 
co n tr ib u tio n  to  meeting t h e i r  a sp ira t io n  in  the sphere of in te rn a t io n a l  
shipping, w i ^ o ^  losing th a t  concept o f comparative, advantage in  the  





1 .1 .  Kenya is  s ituated  in East A fr ic a  a s tr id e  the equator, and is  an indepen­
dent rep u b lic  w ith in  the Coiranonwealth o f nations.
1 .2 .  She is  bordered on the north by E th iop ia  and the Sudan, on the west by 
Uganda, on the south by Tanzania, and on the east by Somalia and the  
Indian Ocean.
1 .3 .  By being exposed to the Indian Ocean is  an in c o n tro v e r t ib le  fa c to r  th a t  
maritime transport a c t iv i t i e s  exis ted  along Kenyan coast as f a r  back as 
10th century A .D . ,  when Arab dhows were frequent v is i t o r s  in  p ursu it  of 
commerce.
1 .4 .  E ar ly  records in  the Perip lus  Erythraei , a book w r i t te n  in  the f i r s t  
century A.D.^ show more than six  places along East A fr ican  coast, where 
some kind o f trade  was organized between the local people and the f o r e ig ­
ners who came by sea.
1 .5 .  As time went on, external trade increased, and major imports in East 
A fr ic a  a t th a t  time included commodities l i k e  glass beads, cotton c lo th s ,  
o i l ,  sugar and ghee from Ind ia  and Persian G u lf ,  and porce la in  from 
China. From East A fr ican  coast, of which Kenya forms a p a r t ,  main exports  
were brought a l l  the way long from the i n t e r io r  to  the coast.
1 .6 .  La ter on in  the 15th century i t  was the turn  of the Portuguese merchant 
f l e e t s  to  dominate the maritime a c t iv i t i e s  along the Kenyan coast and 
the sea trade  routes th a t  led from there  to  In d ia .  For the Portuguese, 
the natural harbouring places and o ff -s h o re  is lan d s , e s p e c ia l ly  Mombasa, 
acted as a t r a n s i t  p o in t ,  from where thfey could get supplies enroute to  
the Indian sub-continent.
1 .7 .  I t  is  n o t . th e  theme of th is  part o f the paper to  explore the h is to r ic a l  
events in  Kenya, but i t s  essence is  to  j u s t i f y  th a t  maritime tra n s p o rt ,  
as an economic a c t i v i t y ,  is  not a new experience in  Kenya, but an old 
a c t iv i t y  whic-h has undergone d ra s t ic  changes in  the hands of fo re igners  
fo r  many can tu r ies .
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1 .8 .  Each pliase of economic development led to  the next one in  a sequential 
manner, and i t  is  in  th is  context th a t  when analysing the d i f f e r e n t  
economic a c t iv i t ie s ,  in Kenya, the B r i t is h  domination era deserves a 
mention. T ru ly ,  a handful of changes in Kenya took place during the  
co lo n ia l per io d , which ended in  1963.
1 .9 .  I t  was the B r i t is h , 'w h o  a c tu a l ly  la id  the foundation on which most cu r­
re n t economic a c t iv i t i e s  are based. In the same token, marine tran sp o rt  
a c t iv i t i e s  were am plif ied  so le ly  to serve the trade  between Kenya and 
the world market, e sp e c ia l ly  the m etropolitan economies.
1 .1 0 .  Kenya is  a developing country and there  is  no way th a t  she can escape 
the awareness of the shipping problems fac ing  the th i r d  world in  genera l.
1 .11 .  Shipping as a serv ice industry  is  in te rn a t io n a l  and com petit ive . I t s  i n ­
te rn a t io n a lis m  is  characterised by the carr iage  of more than e ighty  per 
cent of the world trade by volume. Under the freedom of the seas p r in ­
c ip le ,  both coastal and land-locked countries  have a r ig h t  to  p a r t i c i ­
pate in  shipping. In th is  aspect, some countries  have been advantaged to  
make use of th is  opportunity  more than o thers , simply because they 
possess merchant f l e e t s  to  carry  t h e i r  both national and in te rn a t io n a l  
trade re s p e c t iv e ly .
1 .1 2 . Kenya, as a country, is  considered by the shipping world as a separate  
economic e n t i t y  w ith a geographical lo ca tio n  and p a tte rn  o f  trade  f a ­
vourable fo r  the seaborne sector. In her struggles fo r  economic inde­
pendence, shipping forms one of the major elements. Typical o f th is  
s itu a t io n  is  the dominance of shipping services by fo re ig n  ship owners, 
a s itu a t io n  which has been g e tt in g  stronger since independence. Lack of 
a national merchant f l e e t  l ib e r a l i z e s  the fo re ig n  shipping l in es  to  
carry  Kenya's tra d e .  What Kenya needs now is  a commitment to  es tab lis h  
and organize a merchant f l e e t  which is  the only tool to  enable a country  
to move out in to  the world and stake out fo r  i t s e l f  a share in  the c a r ­




2 .1 .  Merchant F le e t—D e f in i t io n  and Meaning
2 .1 .1  The word " f le e t "  has d i f fe r e n t  meanings in various aspects o f in te re s ts  
and operations. The English dictionary^ defines a f l e e t  as a large  orga­
nized u n it  o f naval ships grouped fo r  ta c t ic a l  or o ther purposes; or a 
la rg e  organ ization  of war ships under a command of a s in g le  o f f i c e r .
' ?
2 .1 .2  Encyclopaedia B r ita n n ica  defines a " f l e e t " ,  as the c o l le c t iv e  naval
vessels o f a country under a s in g le  commander in c h ie f ,  and usually  
assigned to  one geographical area. Therefore , the above d e f in i t io n s  of 
a f l e e t  are encompassed w ith in  the naval point o f view.
2 .1 .3  In a more compact sense, the meaning of a f l e e t  is  applied to"*a large  
number of ships, a i r  planes o r  trucks operated fo r  various purposes by 
a s in g le  company or under the same ownership.
2 .1 .4  There is  a d if fe re n c e  between a naval and a merchant f l e e t ,  in  the  
sense th a t  the l a t t e r  is  used fo r  trade  and commercial purposes, while  
the former is  used fo r  m i l i t a r y  purposes. In some cases, one comes across 
the term "merchant navy", and th is  means th a t  the several meanings of 
both a naval and merchant f l e e t  become lo g ic a l ly  re la te d  but d i f f e r in g
in  t h e i r  precise connotations.
2 .1 .5  In whatever form, the meaning of "merchant" is  whatever is  p e r ta in in g  to  
or used fo r  trade or commerce. In th is  context,  the merchant f l e e t  i n ­
cludes the vessels o f a country th a t  are engaged in commerce.
2 .1 .6  Economic a c t iv i t i e s  are d iv e r s i f ie d  and overlap one another such th a t  
production and consumption of commodities are influenced tremendously 
by the serv ice  in d u stry . Sea tran sp o rt  is  a serv ice industry  and i t s  
main function  is  to  move things by sea. Such function  is  c a rr ie d  out 
with the use o f merchant f l e e t s ,  varying from coasters or short sea 
traders  to  deep sea going vessels.
2 .1 .7  I t  is  the world commerce which determines and in fluences the employment 
of merchant f l e e t s .  Therefore , i t  is  v i t a l  to  understand the fa c to rs  
a f fe c t in g  trade and shipping in  general in order to develop a sound
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comprehension of the primary need for maritime commerce. Economic pros­
perity  over a long term can resu lt from and lead to growth in world trade, 
and, that a healthy world trade both depends on and contributes to the 
health of maritime transport. Thus, a maximum u tiliz a tio n  of maritime 
transport increases and expands the merchant, f le e ts . But there are nega­
tiv e  aspects of trade decline on the need of maritime transport such 
that the world f le e t  w ill respond to such a trend by lim itin g  its  ton­
nage.
2 .1 .8  Under the auspices of the world trade, is the technological competition 
in the c irc les  of innovations and inventions, an influence upon the de­
mand factor of commodities, which la te r affects the design and operation 
of ships. This is the reason why there is a complexity of merchant fle e ts  
in the form of th e ir  types and operations. Under the complexity of the 
world merchant f le e t  are both bulk and general cargo carriers  serving 
the demands of the international economies. Given the fact that shipping 
is a very specialized industry, the following l is t  of ships forms the
4
basis of the world merchant f le e t .  They include, in te r a lia  :-
A - Passenger ships - a Long distance (cruisers)
2
- a Short distance (fe rr ie s )
- Ro/Ro fe rries
- Hover crafts
- Hydrofoils
B - General Cargo ships - b Unit load /Break bulk /  container vessels
2




- b Ro/Ro ships - Car carriers
4
- b Multi-purpose vessels
C -  Bulk carriers - ĉ  Tankers
- Crude carriers
- Refined product carriers
- Liquid natural gas carriers
- Refined natural gas carriers
- Liquid petroleum gas carriers
5
Dry bulk tankers /  c a r r ie rs
- Grain tankers
-  Coal tankers
-  Iron ore tankers
- Timber c a r r ie rs  
Combination c a r r ie rs
-  O i l /o r e  c a r r ie rs
- O i l /b u lk /o r e  c a r r ie rs
- O i l /c o a l /o r e  c a r r ie rs  
Spec ia lized  bulk c a r r ie rs
-  Chemical c a r r ie rs
- Beer c a r r ie rs
-  Wine c a r r ie rs  
“ Reefers
- Animal c a r r ie rs
2 .2 .  R eg is tra t io n  and Ownership of Merchant F leets
2 .2 .1  A l l  ships must be re g is te red  somewhere, and the exercise of r e g is t r a t io n  
is  determined by the le g is la t io n  and legal systems in d i f f e r e n t  co u n tr ies .  
Under the Geneve Convention on the High Seas (1958 A r t ic le  5 paragraph
1 ) ,  i t  is  stated th a t  each s ta te  shall f i x  the conditions fo r  the grant 
of i t s  n a t io n a l i ty  to  ships f ly in g  i t s  f l a g .
2 .2 .2  Therefore , the re g is t ra t io n  and ownership o f a merchant f l e e t  are estab-  
l ished w ith in  the laws and regu la tions  of a country. I t  would also be 
said th a t  the p o l i t i c a l  and economic ideo log ies  of a p a r t ic u la r  country  
can determine the ownership o f ships f ly in g  her f l a g .  In th is  regard,  
s o c ia l is t  and c a p i t a l i s t  polit ico-econom ic  systems can also be said to  play  
a great ro le  in  the elements o f ship-owning in the maritime countr ies .
2 .2 .3  In most co u n tr ies , merchant f l e e t s  are used, in te r  a l i a ,  as to o ls  to  
achieve p o l i t i c a l  as well as economic goals, w ith  national in te re s ts  as 
the powerful fa c to rs .  In th is  aspect, such merchant f l e e t s  are s ta te -  
owned. Greater percentage of state-owned merchant f l e e t s  .is found in  
s o c ia l is t  countries  as well as in  the developing maritime countr ies .
2 .2 .4  In c a p i t a l i s t  countr ies , e s p e c ia l ly  the developed western economies.
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most o f  the merchant f l e e t s  are owned by p r iv a te  companies. These include  
the ty p ic a l  shipping companies operating d i f f e r e n t  types o f vessels , and 
merchant or " in d u s tr ia l  c a r r ie r "  shipowners. These include large  compa­
nies or manufacturing companies which need to  move v a s t  q u a n t i t ie s  of 
t h e i r  own products by sea. Among the well known big organizations which 
operate t h e i r  own ships, are large  o i l  companies l i k e  B r i t is h  Petroleum  
(BP), Shell and T o ta l;  and iron and steel in d u s tr ie s .
Given the fa c t  th a t  such p r iv a te  owned shipping companies f l y  the  
f la g s  and bear the n a t io n a l i ty  of t h e i r  respective  governments, the o u t­
side world consider them as merchant f l e e t s  o f t h e i r  f la g  s ta te s .
2 .2 .5  In a more general sense, most governments^ of nations possessing merchant 
f l e e t s ,  whether s ta te  or p r iv a te ly  owned, o f f e r  some form o f assistance  
and p ro tec tio n  to  t h e i r  shipping investments, not only against ord inary  
ups and downs of business, but also from e a r ly  obsolescence and a r b i t r a r y  
p o l i t i c a l  actions from outs ide .
2 .2 .6  The other method of owning a merchant f l e e t  is  through open r e g is t r y ,  
whereby the country o f re g is t ry  allows ownership a n d /o r  control of i t s  
merchant f l e e t  by non c i t iz e n s .  Such countries  are c a l le d  f la g s  o f con­
venience or' necessity .
Among the well known f la g s  of convenience or open r e g is t r ie s  are 
L ib e r ia ,  Panama, Cyprus and Bermuda, where much of the w orld 's  tonnage 
and in  p a r t ic u la r  tankers and bulk gra in  c a r r ie rs  is  re g is te re d .  Income 
from vessels fo r  the open re g is t ry  country is  achieved from the r e g is t r y  
fe e ,  and an annual fee  based on tonnage.
2 .2 .7  In the country o f  open r e g is t r y ,  there  is  no f in a n c ia l  commitment by the  
government to purchase vessels , but the merchant f l e e t  grows from v i r t u -
. a l l y  nothing due to  the easy access to  the r e g is t ry  by the fo re ign  ship 
owners.
2 .2 .8  From the ship owners po int of view, the open r e g is t r y  country is  a small 
power with l im ite d  national requirement fo r  ships re g is te re d ,  and, the  
ad m in is tra t ive  machinery is  n e ith e r  e f fe c t iv e  to  impose any governmental 
and in te rn a t io n a l  re g u la t io n s , nor has the country the wish to  control 
the companies themselves. Nevertheless, the degree o f co-operation be­
tween the fo re ign  shipowners and the government of the open re g is t ry
7d.
country depend on special arrangements.
2 .2 .9  Kenya, being a developing country, does not possess a merchant f l e e t  and 
there  is  a need to  es tab lis h  i t .  When es tab lish in g  the national merchant 
f l e e t ,  due consideration should be given to  the r ig h t  type o f ships 
which could be o f necessity as f a r  as Kenya's external trade  U  concer­
ned. E q u a lly , i t  i s ,  o f course, the economy of Kenya and her p a r t i c i ­
pation in  the world trade th a t  could d ic ta te  the vessels to  acquire fo r  
both the carr iage  of her national and in te rn a t io n a l  t ra d e .  In the f o r t h ­
coming chapter, the importance of a merchant f l e e t  w i l l  be considered 
in  re la t io n  to Kenya's economic and development needs.
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3. CHAPTER TWO
3 ,1 .  Reasons fo r  the Establishment of a Merchant F le e t  in  Kenya
3 .1 .1  Many co u n tr ies ,  both developed and developing, have been much more sen­
s i t iv e ,  to  the national and in te rn a t io n a l  importance of merchant f l e e t s .  
Kenya, as a developing country, cannot be exempted from such a condi­
t io n ,  given the fa c t  th a t  a merchant f l e e t  can play a great ro le  in  the  
to t a l  in f ra s t ru c tu re  of her development process. In th is  aspect, the  
importance and s ig n if ican ce  of a merchant f l e e t  can b a s ic a l ly  be seen 
in  a m u ltitude  of economic, s o c ia l ,  defence and s ecu rity  in te re s ts  and 
reasons. This chapter w i l l  be devoted to  the ro le  a merchant f l e e t  can 
play in  Kenya in  re ference to  the above mentioned in te r e s ts .  In th is  
case, the chapter w i l l  be d iv ided in to  the fo llow ing  sectionsj^-
(a )  Economic
(b) Social
(c )  Defence and Security
3 . 2 / a) Economic
3 .2 .1  To evaluate  and understand the economic functions in  Kenya, i t  would be 
necessary to  s c ru t in iz e  the countries  development plans and economic 
s tra teg y  since independence.
3 .2 .2  A f te r  independence, Kenya looked forward to achieving development in  a l l  
sectors . That being the p o s it io n ,  "development" became the most p e rs is ­
te n t  issue in  the discussions among the p o l i t i c ia n s ,  academicians, trade  
u n io n is ts ,  in d u s t r i a l i s t s ,  in te rn a t io n a l  o rganizations and the public
in  g e n e ra l .
C u rre n t ly ,  the most outstanding issue given tremendous preference is  
the economic development which is  the most s ing le  element or s tra tegy  
from which the other essen tia l and subsid iary  developments can set a 
fo o t in g .
3 .2 .3  Development is  a gradual advance and growth through progressive changes, 
and, th e re fo re ,  there  was a fe a r  about the economic fu tu re  o f Kenya.
The immediate s tra tegy  taken a f t e r  independence, was to  organize a p o l i ­
t i c a l  s t a b i l i t y  and harmonize the economic assets and en te rpr ises  fo r  
fu r th e r  development. The s tra te g ie s  and measures taken tended to  be p lan ­




3 .2 .4  The government, th e re fo re  formulated and adopted c e r ta in  o b l ig a t io n s ,  
and set up long-term stra tegy  goals to promote the development of d i f f e ­
ren t economic sectors including export and import t ra d e .
3 .2 .5  Economic development involves making use of the a v a i la b le  necessit ies  
and expansion of the p o t e n t ia l i t ie s  contained in a p o l i t i c a l  and social 
e n t i ty . -  The economic p o l ic y ,  th e re fo re ,  recognized th a t  the domestic 
resources a v a i la b le  fo r  development were l im i te d ,  and, th e re fo re ,  en­
couraged the investment of fo re ign  c a p i ta l .
3 .2 .6  C e r ta in ly ,  there  was a requirement o f fo re ig n  investors  w ith in  the frame- 
work of the government development p r i o r i t i e s  and p o l ic ie s ,  w ith the aim 
of u t i l i z i n g  such investments to  ra is e  the national income, bring new 
technology, c reate  new jobs and e i th e r  increase exports or reduce im-
• ports and g enera lly  d iv e r s i fy  the economy^
5 .2 .7  Comparable to  the other East A fr ican  co u n tr ies , Kenya has developed f a i r ­
ly  ra p id ly  since independence, but some of the ob jectives  in  her deve­
lopment plans have remained s u b s ta n t ia l ly  unchanged?
A ll  the same, the economic development in  Kenya has experienced a lo t  
of setbacks, due to  the fa c t  th a t  a developing country is  l i a b le  to  ex­
perience an u p h i l l  undertaking in bringing i t s  endowments in to  the fo r e ­
f ro n t  to i t s  own provision of things in  l in e  w ith the world economic 
order.
3 .2 .8  Kenya pursues her economic p o l ic ie s  endorsing her t r a d i t io n a l  stand as 
a mixed economy. In quest fo r  economic s o ve re ig n ity ,  there  is  a need to  
d iv e r s i fy  such an economy fo r  the sake of pushing ahead the economic 
a c t iv i t i e s  which lag behind, alongside w ith those which have a tta in e d  
some sort o f s trength; which could be an even more fundamental step to  
erad ica te  the s u ffe ra b le  burden of unbalanced economic development.
3 .2 .9  The co lon ia l era made Kenya to move in to  a new stage in  her economic 
h is to ry ,  and as said in  the previous paragraphs, the f i r s t  p r i o r i t y  was 
to  push ahead with the modernization o f her economy. From an a n a ly t ic a l  
point o f view, the most i n i t i a t i v e  is  geared towards the sectors which
1 0^ .
could ensure favourable economic growth ra te s .
The fo llo w in g  ta b le  presents an example o f economic growth ra tes  in  
the years 1976 to  1978 by major economic sectors.
Table 1.
Economic sector 1976 1977 1978
A g ric u ltu re -  7% 9.4% 7.5%
Manufacturing 18.5% 15 % 13 %
Construction industry - 4.6% 6 % 8 %
Trade and hotels 8.3% 10.7% 10.5%
Transport and communications 10.4% 5.7% 4.2%
Source: Guy Arnold, Modern Kenya, page 25
3 .2 .1 0  The actual experience of the economy in  re la t io n  to the stated growth 
ra tes  in Table 1 cannot be examined in d e ta i l  in  th is  paper, as i t  would 
requ ire  extensive em pirica l s tud ies. Any how, one could observe a gene­
ra l  receding nature of the economic growth in  the ind ica ted  th ree  years .
3 .2 .11  In a short an a lys is , the downward trend o f the economic growth in Kenya 
in the period between 1976 and 1978 could be a t t r ib u te d  to  various rea ­
sons, fo r  instance ( to  mention a few) the world economic recession, the  
o i l  c r is is  and above a l l ,  the breakdown o f the East A fr ican  Community. 
The East A fr ican  Community was formed with a view to  promoting f re e  flow  
of trade  and acce le ra ting  economic development among the East A fr ican  
co u n tr ies ,  namely Kenya, Tanzania and Uganda. W ithin the community were 
the ownership o f common services l i k e  the posts and telecommunications, 
the j o i n t  ownership and operation of the so c a l le d  East A fr ican  Airways 
and the East A fr ican  National Shipping l in e .
3 .2 .1 2  A f te r  the d is in te g ra t io n  of the East A fr ican  Community in  1977, i t  meant 
th a t  Kenya had to face a d i f f i c u l t  s i tu a t io n  of s h i f t in g  over from the  
economic assets shared by the East A fr ican  countries  to  the ones of her 
own p ro v is io n , tak ing  in to  account the economic functions performed by 
the then East A fr ican  Airways and the East A fr ican  National Line in  her 
transport sector.
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3 .2 .1 3  From the ashes of the e x t in c t  East A fr ican  Airways grew a Kenyan national  
a i r l i n e —the Kenya Airways. On the other hand, there  has been a delay in  
es tab lish in g  and organizing a national merchant f l e e t  from the ru ins of 
the former East A fr ican  National Shipping L ine. In my own op in ion , the  
delay in buying merchant ships should not be associated w ith  re luctance  
because the government has been curiously  concerned about th is  issue  
since the break down of the East A fr ican  National Shipping L ine . I t  could 
be afgued th a t  a developing country l i k e  Kenya may be induced to  give  
the f i r s t  p r io r i t y  to her domestic development p ro je c ts ,  such th a t  they  
may be threatened i f  the f in a n c ia l  reserves they are aiming a t fo r  t h e i r  
completion, are geared towards buying merchant ships. I t  is  t ru e  th a t  
th is  is  the excuse given by the m a jo r ity  o f developing countries  fo r  not 
invo lv ing  themselves in the high r isk s  and rewards of in te rn a t io n a l  
shipping.
3 .2 .1 4  In th is  case, the above assumption should not be the major excuse fo r  
not e s tab lish in g  a national l i n e ,  because the economic s ig n if ic a n ce  of 
the merchant f l e e t  is  widely recognized at both the government and n a t io ­
nal l e v e l .  As e a r l i e r  s ta te d , Kenya has a curious and considerable a s p ira ­
t io n s  to have i t s  own merchant f l e e t ,  i t  is  essentia l th a t  she makes a 
strong and concerted e f f o r t  to remain in  th is  c o n d it io n , regardless of
her accute economic problems.
3 .2 .1 5  I t  is  encouraging to note th a t  the East A fr ican  National Shipping Line 
gave Kenya a sense o f p a r t ic ip a t io n  in  the carr iag e  o f th e r  seaborne 
t ra d e .  This was a p re re q u is ite  fo r  reducing the country 's  dependence on 
fo re ig n  merchant f l e e t s ,  and increasing her national income from the  
maritime transport sector.
3 .2 .1 6  In Table 1 , the data show th a t  the economic growth ra te  in  the tran sp o rt  
sector dropped from 10.4% om 1976 to 4.2% in 1978. Among the various fa c ­
to rs  which might have contributed to th is  downward trend is  the depen­
dence on fo re ign  f l e e t s  in the carr iag e  of Kenya's seaborne tra d e .  At 
the same time the then East A fr ican  National Shipping Line was s u ffe r in g  
from the confusing s ta te  o f a f f a i r s  l e f t  by the break up o f the East A f ­
r ican  Community. Shipping service is  an expensive a c t iv i t y  fo r  a country  
which doesn 't own a merchant f l e e t .  C e r ta in ly ,  i t  could be concluded th a t  
Kenya's dependence on fo re ign  shipping services could not co n tr ib u te  to
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the general economic growth r a te ,  e s p e c ia l ly  in  the tran sp o rt  sector.
NOTE I t  is  worth noting th a t  the above argument regarding Table 1 has been 
made more in respect o f  the economic growth ra te  which is  in h e ren t ly  
associated w ith the very nature of sea tran sp o rt  as an in d u s try ,  and 
is  less associated w ith a i r  and land trap sp o rt  sector.
3 .2 .1 7  Shipping, as an in te rn a t io n a l  a c t i v i t y ,  does not only co n tr ib u te  to  the  
general economic development o f the w orld, but also to  the national eco- 
nimies o f p a r t ic u la r  countr ies . In th is  respect, i t  is  apparent th a t  
shipping w i l l  continue to be a basic requirement o f every country,  
whether developed or developing, because the seaborne world trade  w i l l  
continue to  increase with a reasonable assumption th a t  there  w i l l  be r e ­
l a t i v e ly  high growth ra te s .  I f  th is  is  the case, shipping is  then an im­
portant l in k  in  the chain o f the economic development o f almost a l l  na­
t io n s  in  the world.. Therefore , one could hardly imagine the country 's  
economy without merchant shipping which is  so v i t a l  fo r  the existence
of many economic a c t i v i t i e s .
3 .2 .1 8  Kenya's pos it ion  v is -a -v is  the maritime countries  or the shipping na­
t io n s  o f the world is  extremely weak, and should, th e re fo re ,  encourage 
and strengthen her in te re s ts  in in te rn a t io n a l  shipping as a m atter o f  
national and economic p r id e .  I t  should be p a r t ic u la r ly  remembered in  
th is  connection th a t  i t  w i l l  only depend on the professed a t t i tu d e  of 
Kenya's p o l i t i c a l  and economic system.
3 .2 .1 9  As a p o te n t ia l  maritime country, Kenya has a major ro le  to  play in  
shipping. To e x p lo i t  the p o t e n t ia l i t ie s  of shipping in a country , estab­
lishment o f a merchant f l e e t  is  a venture to  be given a considerable  
a tte n t io n  as a c ru c ia l  national asset. Given an average economic means, 
i t  is  possible fo r  Kenya to  en ter the ship-owning profession and, l i t t l e  
by l i t t l e ,  to  advance i t s e l f  to  a sound economic p o s it io n .  This could 
only be achieved by recognizing the economic value placed on the func­
t io n s  o f a merchant f l e e t .
3 .2 .2 0  As i t  has already been ind icated  th a t  the merchant shipping is  an impor­
ta n t  fa c to r  in the economic growth of a country, then, the ro le  o f  a 
national merchant f l e e t  in  the national economy of Kenya can have an 
impact on the fo l lo w in g ; -
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(a )  d iv e r s i f ic a t io n  of the economy—(through shipping re la te d  a c t i ­
v i t i e s ) ;
(b ) reduction of economic dependence
(c )  promotion of exports and shippers' in te re s ts
(d) balance of payments.
(a )  D iv e r s i f ic a t io n  of the Economy
3 .2 .21  There is  l i t t l e  doubt that, any f l e e t ,  regardless of i t s  s iz e ,  can have 
a d iverse  e f f e c t  on the country 's  economic a c t i v i t i e s .  This being the  
case, a short analysis  o f Kenya's economy would be important before  
attempting to  show the r e a l i t i e s  of a merchant f l e e t  and the ro les  i t  
can play in  the d iv e r s i f ic a t io n  of Kenya's economy.
>«
3 .2 .2 2  Kenya's economy is  b a s ic a lly  dominated by farming. In th is  case, a g r i ­
c u l tu r e ,  being the mainstay of the economy, contr ibutes  over o n e -th ird
; to the Gross Domestic Product, and accounts fo r  about 60% o f the n a t io n 's  
exports. About f o u r - f i f t h s  o f the country is  unsu itab le  fo r  a g r ic u l tu re ,  
however, farming is  r e s t r ic te d  to the highlands, the western p lateau and 
some parts of the coastal reg ion. The main cash crops include c o ffe e ,  
te a ,  co tton , pyrethrum and h o r t ic u l tu r a l  products.
3 .2 .2 3  Manufacturing industry  is  the country 's  second c o n tr ib u to r  to  the Gross 
National Product. C u rre n t ly ,  manufactured goods fo r  exports , is  the  
cornerstone o f Kenya's economic p o licy  and p ro je c t io n s .  Manufacturing  
sector is  predominantly in fluenced by a g r ic u l tu re ,  thus, manufactured 
goods are dominated by a g r ic u l tu r a l ly  re la te d  commodities—fo r  instance  
canned f r u i t s ,  vegetables, meat, sugar, beer, tobacco and t e x t i l e s .  Other 
exports include petroleum products, chemicals and s is a l .
3 .2 .2 4  The country 's  w ild  l i f e  and natura l beauty provide valuable  and expand­
ing t o u r is t  in d u s try .  The tourism sector accounts fo r  more than two per 
cent o f  the national income, and is  one of the Kenya's major fo re ig n  
exchange earners.
3 .2 .2 5  The to ta l  area of fo re s t  reserve represents approximately th ree  per cent 
of the to ta l  area o f the country. Most of th is  reserve is  natura l f o r e s t ,  
bush, bamboo and grass, and the remainder consists o f p lanted so ft  wood. 
Among other th in g s , fo re s ts  provide sources of fu e l wood, bu ild ing  ma-
s
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t e r i a l s ,  t im ber, pulp and paper in d u s tr ie s .  Most o f  the fo re s t  products  
are fo r  the domestic consumption.
3 .2 .2 6  Fishing in  Kenya is  done in the Indian Ocean, lakes and r iv e r s .  Fish  
form an important supplement to the d i e t ,  and i t  con tr ibu tes  nearly  one 
per cent to  the n a t io n 's  to ta l  income.
3 .2 .2 7  Mining industry  is  r e la t i v e ly  small as compared w ith the other economic 
sectors , though i t  has a p o te n t ia l  fo r  expansion.
Geological surveys have revealed small deposits of some m inera ls , but 
market forces in these minerals are not favourable except fo r  soda ash, 
which is  used in  the local in d u tr ie s  and in  export market. Development 
of the mining industry  is  fu r th e r  r e s t r ic te d  by lack of c a p i t a l ,  the r e ­
moteness o f some of the deposits and the l im ite d  in te rn a l  and externa l  
market.
3 .2 .2 8  As can be observed from th is  short analysis of Kenya's economy, no doubt 
the economic backbone o f th is  country is  a g r ic u l tu re .  Most of the exports  
a re , th e re fo re ,  a g r ic u l tu ra l  in  ch arac te r ,  and in th is  case, Kenya is  a 
primary producing country. The general view is  th a t  the so c a l le d  compa­
r a t iv e  advantage in  a g r ic u l tu ra l  goods production and exports is  subject 
to low income contrary  to the one enjoyed by the m etropolitan  in d u s tr ia l
• powers, who in turn  f lood  the primary producing country w ith t h e i r  manu­
fac tured  goods or products. This pa tte rn  of production and exchange-rela ­
t ionsh ip  leads to several undesirable consequences to  a country l i k e  Ke­
nya, such th a t  they cause deform ities  w ith in  the country 's  s tru c tu ra l  
economic development process, and encourage unequal exchange r e la t io n ­
ship between Kenya and the developed economies.
3 .2 .2 9  There are various problems which face a l l  a g r ic u l tu ra l  economies in ge­
n e ra l .  Some of these problems can be l is t e d  in  accordance w ith the views 
o f H.G.Mannur, in  his book t i t l e d  In te rn a t io n a l  Economics—Theory and 
P olicy  Issues (page 363 ).  They include the fo llo w in g  p o in ts : -
( i )  There is  excessive dependence upon a g r ic u l tu re  as a source
o f national income, employment and l iv e l ih o o d  fo r  the m a jo r i ty  
of the population , and also as a c h ie f  source o f fo re ig n  ex­
change earnings w ith which the country can f inance i t s  essen­
t i a l  imports of n o n -a g r ic u ltu ra l  goods and serv ices .
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( i i )  There is  excessive dependence upon fo re ign  commodities—pre­
fe ra b ly  manufactured goods.
( i i i )  There is  excessive export concentration in two or three  a g r i ­
c u ltu ra l  commodities, which sometimes s u ffe r  adverse demand 
and supply conditions, bad weather conditions l i k e  f r o s t ,  crop 
deseases and draught, as well as prospects of dec line  in f u ­
tu re ,  fo r  instance s is a l ,  which faces competition from synthe­
t i c  m a te r ia ls .
■r ■
3 .2 .3 0  Kenya's s i tu a t io n ,  in  the l ig h t  of the contents in paragraph 3 .2 .2 9 ,  is  
discom forting , because her major exports such as coffee  and te a ,  some-
JifU
times s u ffe r  high e la s t i c i t y  of demand and^income. These commodities also  
s u ffe r  from other unfavourable c o n d i t io n s - l ik e  the competition from 
other s im i la r  commodities produced in other countripSn. Therefore , the  
low incomes from such commodities w i l l  only o f f e r  l im ite d  scope fo r  the 
d iv e r s i f ic a t io n  o f our economy. Given the above fa c ts ,  Kenya needs other  
a lte rn a t iv e s  which would o f f e r  more scope fo r  d iv e rs i fy in g  the economy 
with the aim of solving the balance of payments problem, c rea ting  jobs 
and introducing new s k i l l s  and technology.
3 .2 .31  In Kenya's e f fo r ts  to d iv e rs i fy  her economy shipping could be one o f the  
majop a l te r n a t iv e s .  Given the proper impetus as a c ru c ia l  national asset,  
shipping can be considered as one of the country 's  engagements in  her 
development process. Therefore, i t  can be an ingred ient or p art  o f the  
th r iv in g  e f fo r ts  o f a nation in bu ild ing  up i t s  economy.
3 .2 .3 2  As an economic a c t i v i t y ,  shipping can have an actual e f fe c t  upon the  
economic growth of a country, but i t  depends on what c r i t e r io n  such an 
a c t i v i t y - i s  judged. Such th a t  enumeration and analysis of the ways in  
which the e f fe c t  is  brought about are of value.
3 .2 .3 3  F i r s t  and foremost i t  is  very essentia l to note th a t  any p r o f i ta b le  eco­
nomic a c t iv i t y  a f fe c ts  the flow of income. The e f fe c t  on income comes 
through the p r o f i ts  which a r ise  from the operation of the undertaking  
estab lish ed , and through any s p e c if ic  in d ire c t  e f fe c ts  i t  may have on
• the pther re la te d  ecqnomic a c t i v i t i e s .
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3 .2 .3 4  The ro le  o f a merchant f l e e t  as a fa c to r  in  national economic develop­
ment, and, in p a r t ic u la r ,  in  the d iv e r s i f ic a t io n  o f the economic s tru c ­
tu r e ,  is  found in  the d ire c t  employment opp o rtu n it ies  o f shipping in  
other in d u s tr ie s —1 ike  supply s tores , insurance, re p a ir  yards and many 
more re la te d  serv ices . Establishment, expansion, well maintenance and 
economic operation of a merchant f l e e t  in  Kenya would, th e re fo re ,  d iv e r ­
s i f y  our economy and increase the flow  of national income—which would 
even tu a lly  increase the Gross Domestic Product and Gross National Product 
of th is  country.
O
3 .2 .3 5  The Kenya Economic Survey 1985, showed th a t  the real GDP grew by 0 .9  per 
cent in  1984 as compared with 3 .5  per cent growth in 1983. This was due 
to  the negative growth of 3 .7  per cent in  a g r ic u l tu re —the most dominant 
sector o f the economy-a fa c to r  which heav ily  contributed to the slow­
down in  the growth of other sectors.
Shipping, as a serv ice industry  has a high c a p ita l -o u tp u t  r a t io  as 
compared w ith other in d u s tr ie .  Assuming th a t  Kenya has a merchant f l e e t  
to  p a r t ic ip a te  in  the in te rn a t io n a l  shipping, i t  would create  an addition  
to  the national income stream of the country, and, the Gross Domestic Pro­
duct and Gross National Product would be increased with favourable econo­
mic growth in  the o ther sectors . At any r a te ,  i t  is  the p ro d u c t iv ity  of 
the shipping investment which can determine the earnings s p i l l -o v e r  to  
the economy as a whole, ra is in g  the leve l of output, rea l income and the  
w elfare  o f the community. Unproductiv ity  o f  such an investment would not 
have favourable re s u lts  in re la t io n  to the national income, needs o f a
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country .
Therefore , when considering the establishment of a merchant f l e e t ,  the  
country concerned must c a lc u la te  the contr ibu tions  which the investment 
would make to  her national income. In th is  way, the e f f ic ie n c y  of shipping  
operations and t h e i r  contr ibu tions  to the GNP should be measured in  r e la ­
t io n  to  a l te r n a t iv e  investments which may prove more e f f i c i e n t .
3 .2 .3 6  Each n a t io n 's  circumstances, t ra d i t io n s  and degrees of development can be 
d i f f e r e n t  from others , and i t  can be considered unwise to  .fo llow  or r e ­
commend any s p e c if ic  causes of action taken by o thers . Anyhow, i t  is  com­
mon th a t  each country w i l l  n a tu ra l ly  be seeking the most economic use of 
i t s  resources. The developed countries  took a long time to  u t i l i z e  t h e i r  
natura l endowments and resources to b u ild  up t h e i r  shipping in d u s try -
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which la t e r  sparked o f f  more re la te d  economic a c t i v i t i e s .  For B r i t a in ,  
shipping industry  led to p r o f i ts  large  enough to finance much of the  
■ w orld 's  f i r s t  sustained in d u s tr ia l  re v o lu t io n .
3 .2 .3 7  Kenya is  a country open to  d i f f e r e n t  inventions and economic investments.
In th is  regard , one could not under-ra te  the c u r io s i ty  inherent in  th is  
country 's  asp ira t io n s  fo r  her economic expansion in any form. In the f o l ­
lowing paragraphs we w i l l  see how the establishment and expansion of a 
merchant f l e e t  would in fluence  the other re la te d  a c t iv i t i e s  in  the econo­
mic development o f Kenya.
3 .2 .3 8  Once the merchant f l e e t  is  established in  Kenya and a success achieved, 
there  is  a p o s s ib i l i t y  th a t  the s id e -e f fe c ts  emanating from the operations  
of the f l e e t  w i l l  be f e l t  in  other economic a c t iv i t i e s  as w e l l .  There i s ,  
however, a possibly more important aspect to  a l l  t h is ,  and i t  l i e s  in c e r ­
ta in  advantages'that shipping as an industry  has over other in d u s tr ie s  as 
a channel fo r  investment.
3 .2 .3 9  In a summary form, the merchant f l e e t ’ s secondary e f fe c ts  in the economy 
o f Kenya, as f a r  as other economic a c t iv i t i e s  are concerned, could be f e l t  
in  the f o i l  owing: -
( i )  The insurance companies, which are f in a n c ia l ly  o r ie n te d ,  would be 
a ttra c te d  to  extent t h e i r  operations to  the newly formed merchant 
f l e e t .  As a m atter of f a c t ,  shipping is  c a p ita l  in ten s ive  and the  
high insurance premiums paid to  the insurance companies, fo r  the  
insurance of vessels , would d e f in i t e ly  expand our insurance com­
panies' operations and ra is e  t h e i r  p r o f i t  y ie ld in g  po in ts .  In such 
doing, the obvious re s u lts  w i l l  be the expansion of the insurance  
companies and consequent c rea tion  of jobs . A lso , i t  may be argued 
th a t  marine insurance a c t iv i t i e s  would c reate  new experience in  
the insurance business in Kenya, and, th e re fo re ,  bring w ith i t  a 
nationa l in te r e s t  in  the aspects o f m odernization, high leve l o f  
education, and new managerial s k i l l s  in the maritime f i e l d .
( i i )  Banks and f in a n c ia l  in s t i tu t io n s  provide the bulk o f finance fo r  
ship buyers, and, fo r  f in a n c ia l  in te r e s ts ,  no doubt, banks in  Kenya 
•w il l  be in te res te d  in the establishment o f a merchant f l e e t .  The 
same e f fe c ts  discussed in  ( i )  could also be f e l t  in  the banking
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business as well as in the sh ip-broking. In a general sense, the  
in te rn a t io n a l  banks, insurance, c le a r in g  and forwarding f irm s would 
be encouraged to  open branches in Kenya, and the tax from t h e i r  
c ap ita l  gains could give a fu r th e r  revenue to  the government, which 
could f i n a l l y  encourage the growth of Gross Domestic Product and 
Gross National Product,
( i i i )  An expanding merchant f l e e t  w i l l  need people to  man i t ,  both at  
sea and ashore. In th is  case, jobs w i l l  be c reated . One of the fu n ­
damental needs underlying the economic p o licy  o f Kenya is  to sustain  
an economic growth over a long period so as to accommodate a much 
la rg e r  population at the end of th is  century a t a reasonable stan­
dard o f l i v in g .  This being the case, a merchant f l e e t  could be seen
as one o f the a l te rn a t iv e s  to  help th is  need met.
^  ««
( i v )  Kenya is  not a t r a d i t io n a l  seafaring n a tion , and i t  is  only by 
possessing a merchant f l e e t  th a t  th is  country could gain an expe­
r ience in  s e a -fa r in g .  There cannot be s ea -fa r in g  without labour to  
man the vessels . The supply o f maritime labour is  a ffec ted  by two 
elements, q u a n tity  and q u a l i t y .  Presence o f a merchant f l e e t  can 
be a means to encourage young productive people to  enter in to  sea­
fa r in g  profession , and at the same time s o c ia l iz e  the pub lic  in  the  
economic importance of shipping. Seafarers are given t r a in in g  and 
education to enable them to handle t h e i r  jobs p ro fe s s io n a l ly .  In 
th is  regard, my opinion i s ,  th a t  seafaring  in Kenya would encourage 
maritime t ra in in g  in  the educational p o l ic y ,  and such a recruitm ent  
w i l l  increase the general leve l o f  a b i l i t i e s  o f ap titudes in  the  
p ro d u c t iv ity  o f labour fo rce  in the maritime a c t i v i t i e s .  The com­
bined e f fe c t  o f  th is  undertaking w i l l  in  turn  re s u l t  in to  the  
growth o f wage employment in  the modern sector.
(v )  S h ip -re p a ir  and maintanance are a u x i l ia r y  a c t iv i t i e s  associated  
with shipping. A national f l e e t  w i l l  always be a t t ra c te d  to make 
use of the re p a ir  and dry docks in  the f l a g - s t a t e .  In po int o f f a c t ,  
and as f a r  as Kenya's economic development p o licy  is  concenred,
her merchant vessels would be encouraged to  make use o f the domes­
t i c  re p a ir  f a c i l i t i e s .
Consequently, the a v a i la b le  dry dock in Mombasa would be expan­
ded, and i f  the shipping a c t iv i t i e s  increase at a l a t e r  stage, may 
be more dry docks would be constructed w ith the aim o f expanding 
them in to  s h ip (b u i ld in g )  yards in  the fu tu r e .  S h ip -b u ild in g  is  an
A
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industry  w ith un lim ited  scope fo r  the ap p lic a tio n  of scfence, 
high le v e ls  of education and technica l s k i l l s .  These a re ,  o f course, 
in  l in e  w ith the Kenya's requirements of broadening and sharpening 
s k i l l s  fo r  fu r th e r  in d u s tr ia l  development. C la s s i f ic a t io n  socie­
t ie s  are very much a ttra c te d  to  the above mentioned developments 
( th a t  is  the sh ip -b u ild in g  and re p a ir  a c t i v i t i e s ) ,  and i t  is  c le a r  
th a t  in ten s iv e  a c t iv i t i e s  would encourage the c la s s i f ic a t io n  so­
c ie t ie s  to  open permanent o f f ic e s  in  Kenya. In th is  way, a new 
knowledge in  c la s s i f ic a t io n  s o c ie t ies  could e ven tu a lly  a t t r a c t  
Kenya to  form and organize i t s  own national c la s s i f ic a t io n  so c ie ty ,  
( v i )  I t  would seem th a t  the development o f the shipping industry  during  
th is  century has been centred on the technological advancement, 
and in  th is  case, c o n ta in e r iz a t io n  has enjoyed a strong success in  
recent decades. Recently , h i t  by the c o n ta in e r iza t io n  of many of 
i t s  major l i n e r  tra d es , Kenya has been forced to re th in k  i t s  t r a d i ­
t io n a l  methods of import and export. The rapid  penetrat ion  of con­
ta in e rs  as an element of the t r a f f i c  mix in Kenya is  c le a r ly  re  
vealed through cargo s t a t i s t ic s .  The increase in  the annual hand­
l in g s  o f containers since 1975 has been r e a l ly  substantia l w ith  
the number of TEUs (Twenty-foot Equivalent U n its )  handled almost 
doubling annually between 1977 and 1980. Therefore , i t  becomes e v i ­
dent th a t  the Kenyan merchant f l e e t  cannot escape the a p p lica t io n  
of th is  new technology in  maritime tra n s p o rt .  In th is  respec t, a 
national f l e e t  capable of handling conta iners , w i l l  increase the  
container flow  in Kenya. Containers need some service in  one way 
or the o th e r ,  p re fe rab ly  maintainance. In Kenya, there  is  no 
shortage of engineers who are able to  t r a n s la te  the innovation con­
cepts in to  hardware, and the demands fo r  conta iner re p a ir in g  would 
expand the operations of the local metal in d u s tr ie s .  In the same 
token, a Kenyan merchant f l e e t  would, th e re fo re ,  be seen as a 
"change agent" in  acce le ra tin g  the conta iner handling and main­
tainance technology in  Kenya.
( v i i )  Shipping is  an in te rn a t io n a l  a c t iv i t y  as well as a traded serv ice .  
C a rr ie rs  s e l l  shipping services to  the shippers. A-country w ith -  
o u t .a f le e t  w i l l  always be obliged to  buy shipping services from 
outs ide . Shipping serv ice is  bought through charter ing  and f r e ig h t  
ra te s .  This being the case, i t  means th a t  Kenya buys th is  serv ice  
which is  paid in  fo re ign  or hard currency. E stab lish in g  and ex-
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panding a national f l e e t  would mean th a t  Kenya could s e l l  the sur­
plus tonnage to the market. Countries l i k e  the Netherlands and 
Belgium are c ro ss-traders  who gain a lo t  from the s e l l in g  o f ship­
ping serv ices . Therefore, to e s tab lis h  a merchant f l e e t  does not 
necessarily  mean th a t  i t  w i l l  only be used fo r  the carr iag e  of  
the country 's  t ra d e ,  but also as an economic asset, whose serv ice  
could be sold on the market to  bring hard currency. In such a case, 
economic d iv e r s i f ic a t io n  o f Kenya could be e ffe c te d  through such 
an undertaking, whereby the earnings from the f l e e t  could give a 
push to  the developmental c a p ita l  needed to  supplement the resour­
ces fo r  economic development. .
(b ) Reduction of Economic Dependence
3 .2 .4 0  The process o f economic development based on the age-old p r in c ip le  o f com­
p a ra t iv e  advantage has been very f r u s t r a t in g  to  the developing countries  
today, because the in te rn a t io n a l  interdependence is  not based on the p r in ­
c ip le  o f equity  and ju s t ic e .
A l l  these has led the developing countries  to  be lieve  th a t  there  is  
something serious ly  wrong with the very mechanism which l in k s  the r ic h  and 
the poor countries through in te rn a t io n a l  trade  in  goods and shipping s er­
v ices .
3 .2 .41  The same h is t o r ic a l ly  determined comparative advantage, has led the deve­
loped countries  to provide shipping services to  the less developed count­
r ie s ,  hence, the developing countr ies ' dependence on the developed econo­
mies o f  the developed countr ies . This dependence is  growing a t an alarming  
r a te ,  due to  the fa c t  th a t  the la rg e s t  percentage of the present-day mer­
chant f l e e t  is  owned by the developed co u n tr ies .  For ins tance , in 1983 the  
developed countries shared 47.4% while  developing countries  shared 16.3% 
of the to ta l  world merchant f l e e t .  Out of the 16.3% share o f the develop­
ing co u n tr ies ,  A fr ic a  as a whole had 1.3% ownership o f the merchant fleet;^^
3 .2 .4 2  As ind ica ted  e a r l i e r ,  Kenya owns no merchant f l e e t ,  i t  is  then s e lfexp lan a ­
to ry  th a t  she shares nothing in the to ta l  percentage o f the merchant f l e e t  
owned by A fr ic a ;  and thus, Kenya r e l ie s  on fo re ign  shipping services fo r  
the carr iage  of her seaborne trad e .
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3 .2 .4 3  I,t can th e re fo re  be considered th a t  the economic dependence implied by the  
complete re l ia n c e  on fo re igh  shipping could be one of the permanent sour­
ces o f economic problems in Kenya. In the case o f shipping en te rpr ises  in
. the seaborne t ra d e ,  are v i t a l  questions of f r e ig h t - r a t e s  and services over 
which Kenya mSy be able to  in f lu e n ce , but not to  c o n tro l;  e s p e c ia l ly  in 
the conference l in es  on which the country 's  seaborne trade  depends.
3 .2 .4 4  Whatever angle from which one looks in to  the economic needs of Kenya, one 
would be j u s t i f i e d  to  see th a t  the o v e ra ll  economic development w i l l  be 
very much dependent on her shipping development. I f  th is  is  the case, the  
to ta l  dependence on fo re ign  shipping services w i l l  always have repurcus- 
sion on th e : -
* c
( i )  balance of payments ( t h is  w i l l  be d e l t  w ith  in the l a t e r  p a rt  of 
th is  chapter);
( i i )  o vera ll  development s i tu a t io n ;
( i i i )  reduction of payments from e x p o rts -a s  a re s u lt  o f f r e ig h t  ra tes  
or transport costs paid to the fo re ign  ship-owners;
( i v )  high costs and prices  of the imported commodities in  the domestic 
market—as a re s u lt  o f the f r e ig h t  ra tes  paid fo r  the imports;
(v )  Domestic In d u s tr ie s —which use imported raw m a te r ia ls  can be c r i ­
t i c a l l y  a ffec ted  by the cost o f the fo re ig n  shipping s e rv ice .  For 
instance, i f  the f r e ig h t  ra tes  paid fo r  the imports are increased  
to  the extent o f outweighing the f in a n c ia l  s t a b i l i t y  o f such i n ­
d u s tr ie s ,  the domestic prices of the commodities produced from 
such imports r is e .  I t  is  also important to  know such in d u s tr ies  
can face c losure , e s p e c ia l ly  when there  are l im ite d  fo re ig n  ex­
change reserves to pay fo r  the increasing f r e ig h t  ra te s .
3 .2 .4 5  In add ition  to the negative e f fe c ts  on a country 's  economy, other fears  
are also associated w ith the dependence on fo re ig n  shipping prov is ions .
For example, in  a war co n d it io n , a country th a t  is  not d i r e c t ly  involved  
in  the c o n f l ic t  and whose trade  routes pass through the war zone, may be 
a ffec ted  economically, e s p e c ia l ly  i f  i t  r e l ie s  on fo re ig n  shipping s er­
v ices . In most cases, th is  happens when the fo re ign  merchant f l e e t s  serv­
ing the trade  of the dependent country are withdrawn to  avoid a war zone 
or re q u is it io n e d .
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3 .2 .4 6  In both World Wars, the maritime countries  re q u is it io n e d  most o f t h e i r  
merchant f l e e t s ,  and the countries  which depended on these f l e e t s  fo r  the  
carr iage  o f t h e i r  t ra d e ,  were l e f t  w ith an option of e i th e r  to  es tab lish  
t h e i r  own merchant f l e e t s  or pay fo r  high f r e ig h t  ra te s ,  owing to  the  
d i f f i c u l t i e s  and dangers of operating ships during the war.
3 .2 .4 7  Another problem associated with shipping dependence is  th a t  the ship-
• owners are always a tt ra c te d  to the areas which can provide cargo fo r  the  
maximum or reasonable u t i l i z a t io n  of t h e i r  vessels . In th is  con text,  
shipping services may be withdrawn from a dependant country which cannot 
provide p r o f i ta b le  trade  fo r  the ship-owner. A l l  the same, a country, whose 
trade  is  in s u f f ic ie n t  to o f f e r  p r o f i ta b le  a l te rn a t iv e s  fo r  the com petit ive -
•  Mf
ness o f the ship-owner, may end up in  being served by old or unsu itab le  
ships.
3 .2 .4 8  Faced w ith such dependence s itu a t io n -w h e re  a country l i k e  Kenya can n e i ­
th e r  opt-out nor stay w ith in  the current framework.of in te rn a t io n a l  ship­
ping arrangements, the only way out is  to  adopt* appropriate  measures neces­
sary fo r  the establishment and development of a merchant f l e e t ,  in  order
to  penetrate  and compete in  the in te rn a t io n a l  f r e ig h t  markets. Adoption of  
the measures conducive to the formation of a merchant f l e e t  should, th e re ­
fo r e ,  be formulated in  the philosophy of longterm economic s tra te g y .  Such 
a s tra tegy should, th e re fo re ,  be geared towards enabling Kenya to  a t ta in  
some economic independence through an increasing and substantia l p a r t i c i ­
pation in  the carr iage  of cargoes generated by her fo re ig n  tra d e ;  and 
minimizing the net outflow  of fo re ign  exchange from Kenya to  the fo re ign  
ship-owners caused by shipping tra n s ac t io n s . This is  the only way to  r e ­
duce or e rad ica te  the economic dependence caused by shipping, and by such 
doing, Kenya's pos it ion  v is -a -v is  the shipping asp ira t io n s  of the t r a d i ­
t io n a l  maritime co u n tr ies ,  w i l l  be strengthened. This should, th e re fo re ,  
remain as one of the basic economic ob jectives  and the outstanding c h a l­
lenges th a t  Kenya must overcome in order to  a t ta in  a s e l f - r e l i a n t  and 
prosperous nation in  the maritime world. The message is  simple, t h a t ,  
through determined e f f o r t ,  there  is  a so lution  fo r  every problem.
(c )  Promotion of Exports and Shippers In te re s ts
3 .2 .4 9  The world is  characterised by an un lim ited  want and no nation by i t s e l f  
can produce a l l  the goods and services needed by i t s  economy. T h i s  leads
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to  the s itu a t io n  whereby production p o s s ib i l i t i e s  favour some countries  to  
produce some goods more e f f e c t iv e ly  than o thers . In th is  context,  special 
a tte n t io n  is  given to  the promotion of what a country is  advantaged to  pro­
duce—p re fe rab ly  exports.
3 .2 .5 0  Every country t r i e s  a l l  the e f fo r ts  to  ra is e  or increase the volume of her 
exports in the world market—such th a t  maritime tran sp o rt  becomes a perma­
nent means through which a country ventures in to  the commercial exchanges 
with i t s  continenta l neighbours and d is ta n t  overseas countr ies . Transport 
of the country 's  exports has, thus, a d i r e c t  bearing on the country 's  eco­
nomic income and development at la rg e .  Therefore , the very surv iva l o f  a 
country depends fundamentally on the movement o f goods i t  produces and r e ­
ceives in  exchange from other countr ies .
3 .2 .51  G en era lly , the provision of shipping services is  one of the most important
p re req u is ite s  fo r  the development o f in te rn a t io n a l  t ra d e ,  whereby the
existence of a national f l e e t  or f la g  c a r r ie r  on a trad in g  route w i l l  pro-
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mote the national export tra d e . In h is to r ic a l  terms, the old m ercan tile  
system was a strong mechanism through which B r i ta in  used her national f la g  
c a r r ie r  to  promote export trade  to /from  her co lon ies . Therefore , co lon ia l  
experience is  a good example to  demonstrate the real terms expressed by 
the m etropolitan co lon ia l powers to  reserve the export trade  between them 
and t h e i r  colonies by using the form er's  national f la g  c a r r ie r s .  By such 
doing, no doubt, the economies o f co lon ia l powers grew tremendously v is - a -  
v is  the economies o f t h e i r  co lon ies .
3 .2 .5 2  Since the advent o f independence, Kenya has been t ry in g  hard to  boost her 
economic strH nqtti w ith a view o f improving export market and reducing im­
p o rts .  Without tak ing  in to  account f lu c tu a t io n s  which from time to  time  
appear in th is  country 's  terms of fo re ig n  t ra d e ,  i t  is  believed th a t  f a ­
vourable terms or conditions o f export trade  has the e f f e c t  o f  ra is in g  
rea l per c ap ita  GDP. Too, the upward movement o f export p rices  can streng­
then s u b s ta n t ia l ly  Kenya's balace of payments and increase the income 
le v e ls  o f i t s  people.
3 .2 .5 3  As ind ica ted  in  paragraph 3 .2 .2 2 ,  Kenya's main exports are dominated by 
a g r ic u l tu ra l  products, and the export volume of some commodities l i k e  
coffee  and tea  is  determined by the in te rn a t io n a l  quota system.
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I t  is  q u ite  evident th a t  the a v a i la b le  fo re ign  tonnage serving Kenya's 
fo re ign  trade is  capable of transport ing  the country 's  exports to  t h e i r  
quota markets in  various corners o f the world. This is  obvious, e sp e c ia l ly  
when given the general p r in c ip le  th a t  trade  w i l l  always be served, no mat­
t e r  who provides the ships. Contrary to th is  p r in c ip le ,  new markets and 
trades of a country w ithout a national f la g  c a r r ie r  may s u f fe r ,  e sp e c ia l ly  
when the fo re ign  tonnage is  not w i l l in g  to  au tom atica lly  switch over to  
new routes . Let us assume th a t  Kenya ventures in to  non-quota markets fo r  
her exports , e .g .  c o ffe e ,  and i t  then happens as ind ica ted  above, then i t  
is  s e lf -ex p la n a to ry  th a t  the presence of a national f la g  c a r r ie r  would be 
an opportunity to  help the country u t i l i z e  such a chance. I t  has been 
claimed th a t  Ind ia  lo s t  the trade  in yarn with China because the shipping  
l in e s  were re lu c ta n t  to p a r t ic ip a te  in  th a t  channel of trad e .
3 .2 .5 4  To make use of the national f la g  c a r r i e r ,  or any c a r r i e r ,  as a tool to  
promote the export trade  of a country, requires  conscious innovating de­
c is io n s ,  e i th e r  from the shipping l in e  i t s e l f  or the government o f the  
country concerned. In some cases, p r o f i t  m otivations of a shipping company 
may promote the export trade of a country. This happens when the shipping  
company discovers sources of supply o f a c e r ta in  commodity, which is  being 
demanded somewhere. I t  is  in th is  sense th a t  the shipping company could 
promote export trade  of a country. For example, i t  was the decision of
FI Ota Mercante de Estado to  use i t s  re f r ig e ra te d  vessels in the transpor­
ta t io n  o f apples from Argentina to  Venezuela, an export trade  which has 
even expanded and found i t s  way to  Mexico. There are many more examples in  
shipping h is to ry  where the shipping companies serv ic ing  the trade  of a 
country have developed export trades on other routes . On the other hand, 
a mode under the national f la g  w ith national control w i l l  be more ad­
mired fo r  the b e n e f i t  o f the national c a r r ie r  and the economic develop­
ment o f  the f la g  s ta te  re s p e c t iv e ly .
3 .2 .5 5  A government's decision to  increase the exports w i l l  always be in  l in e  
with the commercial in te re s ts  of the national f la g  c a r r i e r .  This may be 
e f f e c t iv e ,  e s p e c ia l ly  when the f la g  c a r r ie r  is  government owned or sub­
s id ize d . I t  is  a fa c t  in  shipping th a t  subsidies play an important ro le  
when there  are some r isk s  involved in  the shipping in te re s ts  o f a country.  
Too, re la te d  to  th is  is  the fa c t  th a t  a country w ithout a merchant f l e e t
. may subsidize a fo re ign  shipping l in e  where r isk s  are involved th a t  the
shipping l in e  is  u n w ill in g  to serve the country 's  export /im port trade  
without some form of guarantee or subsidy.
3 .2 .5 6  I t  should be noted th a t  a national f la g  c a r r ie r  is  p a r t  and parcel of 
economic in f ra s t ru c tu re  o f  the country concerned and th e re fo re ,  the sub­
s t i t u t io n  of national f la g  c a rr ie rs /v e s s e ls  fo r  fo re ig n  vessels may pro­
mote export trade  with more national p r ide  and in t e r e s t ,  since a country 
is  more in c lin e d  to  i t s  national merchant f l e e t  than to  a fo re ig h  shipping 
l i n e .  Backed by a national p r id e ,  a national f l e e t  w i l l  always be w i l l in g  
and ready to  expand the country 's  national economy by p a r t ic ip a t in g  in  the  
carr iage  of her export and import tra d e .  I t  is  also said th a t  the s ta te -  
co n tro lled  shipping companies or owners who are able to  in fluence  t h e i rur
governments, too , are able to  in h ib i t  in te rv e n tio n  by outside competitors  
in  t h e i r  domestic and fo re ig n  trades.
3 .2 .5 7  A fu r th e r  fa c to r  which may be of importance is  the exten t to  which con­
d it io n s  on board ships a f fe c t  the value o f goods or cargo. I t  is  wiidely 
known th a t  goods transported on board ships are subject to  various r isk s  
which can l a t e r  determine t h e i r  value and s e l l in g  p r ic e .  In th is  regard,  
b e tte r  shipping services and shipboard management should be designed in  
l in e  w ith the country 's  export /im port trade  requirements. In some cases, 
tran sp o rta t io n  conditions on fo re ign  vessels could be p a r t ic u la r ly  unfa­
vourable to the exports o f a country w ithout a merchant m a r in e - (s e e  also  
paragraph 3 .2 ,4 7 ) .
3 .2 .5 8  Kenya's s itu a t io n  f a l l s  under the above statement, simply because she does 
not possess a national merchant f l e e t  at the moment. Simply by being p a rt  
of the same national economy, a national l in e  would be more close to  the  
e n te rp r is e s ,  manufacturing in d u s tr ie s ,  export /im port f irm s and the r e la ­
ted government departments concerned than fo re ig n  l in e s  can be normally  
expected to  be. Consequently, improved shipping serv ice  in t r a d i t io n a l  
export trade  may be secured with a magnitude of national economic in te r e s t  
and development.
Shippers' In te re s ts
3 .2 .5 9  Shippers undertake the export /im port trade  on behalf o f  the conmiercial i n ­
te re s ts  o f the country concerned. Seaborne trade  in Kenya is  mostly l i n e r -
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orien ted  and i t  is  q u ite  c le a r  th a t  most of the shippers are under the  
in f lu en ce  of the l in e r  conferences represented in  the country. Lack of 
national merchant f l e e t  has given fo re ign  f la g  vessels a v i r t u a l  monopoly 
over the country 's  volume o f cargoes moving in fo re ig n  trade  and the con- 
■ ferences ' power has increased tremendously.
3 .2 .6 0  The monopoly power inherent in  the conference system and i t s  lo y a l ty  a rran ­
gements, no doubt, bind Kenyan shippers to  u t i l i z e  l i n e r  serv ices . Together 
w ith  th is  p ra c t ic e ,  is  the o f f i c i a l  recogn it ion  fo r  l i n e r  conferences, an 
element which makes i t  more d i f f i c u l t  fo r  the shippers to a l t e r  the confe­
rence decis ions—p re fe rab ly  on f r e ig h t  ra te s .  At any r a t e ,  i t  depends on 
the shippers neg o tia t in g  power to confront the conference dec is ions. In 
the same token, there  are various a lte rn a t iv e s  fo r  the shippers as regards  
the decisions adopted by the conferences in  re la t io n  to  the f r e ig h t  ra te s .  
I t  i s ,  th e re fo re ,  not surpris ing  th a t  shippers councils are formed in  o r ­
der to have a strong bargaining power. In other instances, shippers turn
to  the independent operators as another a l te r n a t iv e  fo r  counteracting the  
conference ra te  increases.
3 .2 .61  In Kenya, the shippers' in te re s ts  are represented by the Inter-governmen­
t a l  Standing Committee on Shipping (ISCOS), a m u lt in a t io n a l body formed 
j o i n t l y  by the East A fr ican  contr ies  and Zambia to  look a f t e r  t h e i r  com­
mon shipping in te r e s ts .  ISCOS negotiates w ith the conferences and shipping  
l in e s  serving the East A fr ican  trade  on f r e ig h t  ra te s .  The fo l lo w in g  ta b le  
i l lu s t r a t e s  some f r e ig h t  ra tes  negotiated and agreed on between the ISCOS 





Name o f  the con- 
ference /sh ipp ing  
l in e
Conference claim Applied a f te r  
negotia tions
E astA fr ica /M id d le  
East Rate agreemetn
20% w .e . f .  
June, 1978
7.5% w .e . f .  
September, 1979
East A fr ican  
Conference Lines
12.5% w .e . f .  
June, 1979
8% w .e . f .  
J u ly ,  1979
East A fr ican  
Conference Lines
10% w. e . f . 
October 1982
6 .6% w .e . f .
October 1982 ■«
East A f r ic a /F a r  East 
Fre ig h t Conference
10.48% w .e . f .  
A p r i l ,  1979
7% vj.e. ' f .  
September, 1979
East A f r ic a /F a r  East 
Fre ig h t Conference
7.33% w .e . f .  
March, 1982
5% w .e . f .  
March 1982
E as tA fr ic a /F a r  East 
F re ig h t Conference
15% (m a ils )  w .e . f .  
A p ril  1983
Deferred fo r  review  
1984
Besta Line 8% w .e . f .  
J u ly ,  1979
8% w .e . f .  
J u ly ,  1979
East A fr ican  Coast­
wise Conference
25% w .e . f .  
May, 1979
Rejected completely
Shipping Corporation  
o f Ind ia
12.5% w .e . f .  
May, 1979
12.5% w .e . f .  
October, 1979
Shipping Corporation  
o f Ind ia
25%-27% w . e . f .  
June, 1981
13% w .e . f .  
September, 1981
South and East A fr ic a  
USA Conference
8% w .e . f .  
February, 1978
8% w .e . f .  
February, 1979
NOTE; w . e . f .  -  With e f fe c t  from
Source: ISCOS Doc 3 5 /8 3 , pages 12-13. A paper presented at a confe­
rence (Ports Management Association of Eastern and Souther A fr ic a )  
Malawi: 28 November-2 December 1983
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312.62 From the above ta b le ,  one could observe th a t  the ISCOS has been p ro tec ting  
the economies o f the member sta tes  by re g u la t in g ,  in f lu en c in g  and c o n tro l ­
l in g  f r e ig h t  ra te  increases and surcharges imposed by the fo re ign  confe­
rence and shipping l in e s .  Lack o f a coimion shipping p o licy  among the mem­
ber s ta tes  hinders ISCOS to  enhance i t s  bargaining power. This paper is  
not the best forum fo r  o u t l in in g  the problems encountered by the ISCOS, 
but i t  is  important to note th a t  the p a r t ic ip a t io n  of national l in es  of  
the member states in the main conferences serving the East A fr ican  region  
would genera lly  serve as a watchdog on the leve l o f f r e ig h t  ra te s .  D e f in i ­
t e l y ,  such national l in e s  and f r e ig h t  bureaux would work w ith ISCOS with
a strong comprehensive common in te r e s t ,  from which a stronger neg o tia t in g  
power could be derived . However, by merely suggesting th a t  i t  is  possible  
does not mean th a t  i t  w i l l  take p lace , unless what is  necessary is  ach ie ­
ved. In th is  ocntext,  the proposed PTA (P re fe re n t ia l  Trade Area—fo r  
Eastern and Southern A fr ican  s ta tes ) m u lt i -n a t io n a l  shipping l in e  w i l l  be 
of great importance to  the shippers o f a l l  the PTA member sta tes  due to  
the fa c t  th a t  such a venture w i l l  be a p o te n t ia l  competition th a t  can de­
t e r  fo re ign  l in e r  conferences from ra is in g  t h e i r  ra tes  to  e x p lo i ta t iv e
le v e ls .  Of course, the regional approach would be only a s u b st itu te  fo r
13the national approach.
3 .2 .6 3  At national l e v e l ,  i t  is  f e l t  th a t  a national l in e  exerts  c e r ta in  i n f l u ­
ence w ith in  a conference. Therefore, a Kenyan national l in e  would be a
. mear\s o f  ensuring th a t  the d is c re t io n a ry  element in  the conference ra tes  
is  not detrim ental to  the shippers and the national sea-borne tra d e .
Increased f r e ig h t  ra tes  can wipe out the country 's  p o s s ib i l i t y  o f  e i ­
ther  to  export or import. In th is  connection, a national shipp'ing l in e  can 
defend the national trad ing  in te re s ts  by even threaten ing  to  compete as an 
o u ts id e r ,  e s p e c ia l ly  when i t  has a la rg e r  share o f the national exp o rt /  
import trad e . This becomes e f fe c t iv e  when the national f l e e t  is  a confe­
rence member.
3 .2 .6 4  Shippers d i f f e r  in various aspects. For instance, there  are those who be- 
■ l ie v e  th a t  the cost o f the s ea fre ig h t is  the determining fa c to r  in .choos­
ing which shipping l in e  to use, others be lieve  th a t  the q u a l i t y  o f the s er­
v ice  is  more favourable . In any case, i t  a l l  l i e s  in the in te re s ts  of p a r­
t i c u la r  shippers. This being the case, a Kenyan shipper who r e l ie s  on 
fo re ig n  shipping serv ice should note th a t  the absence of com petit ion, es-
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p e c ia l ly  in  l in e r  shipping, can d is t o r t  the model o f a c t i v i t i e s , s u c h  
th a t  the conference monopoly makes p r o f i t s  by e x p lo it in g  the customers and 
sometimes provides a low q u a l i ty  o f serv ice .
/  r
3 .2 .6 5  For the Kenyan exporters , establishment o f  a national l in e  could be seen 
as a tool in  the conferences to  enforce an e f fe c t  on f r e ig h t  ra tes  o f t r a ­
d i t io n a l ,  exports. For example, the appearance o f the Argentina S ta te  l in e  
in  the Argentino-Peruvian conference had an e f fe c t  oh f r e ig h t  ra tes  o f t r a ­
d i t io n a l  Argentin ian exports, whereby the f r e ig h t  ra tes  o f pork products 
dropped from an average of $80 to  $60 per ton and fo r  sunflower o i l  from 
$17 to  $13 per ton.^*^ (See paragraph 3 .2 .4 3 . )
From the above example, i t  can be learned th a t  a national l in e  not only  
r e f le c ts  the national trade  in te re s ts ,  but also the in te re s ts  o1̂  the  
country. In th is  aspect, national and other indiv.idual shippers may 
have a recourse when they are charged extremely high f r e ig h t  ra tes  by the  
fo re ig n  conference/shipping l in e s .
3 .2 .6 6  Many shipping experts be lieve  th a t  the only way fo r  a government to  have
control over the f r e ig h t  ra tes  is  to own a merchant f l e e t .  Consequently,
there  is  a l im i t a t io n  of the p a r t ic ip a t io n  of fo re ign  f la g s  in  the carr iage
o f exports and imports. S im i la r ly ,  such a deed makes i t  very possible th a t
the country concerned w i l l  have preference fo r  her shipping in te re s ts  over
15the national shippers.
3 .2 .6 7  I t  should not be fo rg o tten  th a t  the measures which are taken in  e s ta b l is h ­
ing and expanding national merchant marines, have an in d i r e c t ,  ra th e r  than 
a d i r e c t ,  e f fe c t  upon the p ro tec tion  of shipper in te r e s ts ,  and in  fa c t  a 
c o n f l ic t  can a r is e  between a government's ^ e s i r e  to  reduce transport ^costs 
and i t s  e f fo r ts  to develop i t s  national f l e e t  on a p r o f i ta b le  basis .
In any way, the above measures taken r e la te  to  the p ro tec tion  of shipper 
in te re s ts .  A d d i t io n a l ly ,  any d is t ru s t  between the national export /im port  
f irm s and the fo re ign  conference/shipping l in e s  makes i t  possible fo r  the  
former t.ofavour the establishment o f a national f l e e t ,  regardless the high 
investment needed to  set up such an e n te rp r is e .
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(d ) Balance o f Payments
3 .2 .6 8  Balance of payments involves the recording of a l l  the economic transactions  
o f a country made during a d e f in i t e  period of t im e . I t  i s ,  thus, a double 
en try  account o f a country showing a l l  the rece ip ts  o f fo re ig n  earnings  
and a l l  the payments from and to  the re s t  o f the world.^^
3 .2 .6 9  Every country worries about i t s  balance of payments p o s it io n .  Therefore ,  
the maintenance of eq u il ib r iu m  in the balance of payments is  des irab le  fo r  
a l l  c o u n tr ie s .  Most o f the developing countries  a llegently  s u ffe r  adverse 
terms o f t ra d e ,  and a re ,  th e re fo re ,  increas ing ly  g e tt in g  f ru s t ra te d  with  
the mechanism of in te rn a t io n a l  trade which b en ef its  the developed countries  
d is p ro p o rt io n a te ly .  Decline in  terms o f trade  o f developing countries  is  
fu r th e r  aggravated by t h e i r  l im ite d  exports volumes as compared “to  la rg e r  
amounts o f imports. A f low  o f imports has to be paid f o r ,  ju s t  as a flow
of exports gives r is e  to re c e ip ts .  There is  a question of the fo re ig n  ex­
change d e f i c i t s  incurred by the developing countries  in in v is ib le  transac -  
I t io n s  in  shipping. The balance o f payments d e f i c i t  accruing to  the deve­
loping countries  on account of merchandise f r e ig h t  is  considerably higher  
than i t  was some years ago, since the value of world trade  has nearly  
doubled since the e a r ly  1950s, and f r e ig h t  ra tes  have gone up. The f i r s t  
UNCTAD in v e s t ig a t io n  of maritime transport showed, th a t  maritime tran sp o rt
costs account fo r  a substantia l p a rt  o f  the balance o f payments d e f i c i t  o f
18developing countr ies . E ven tu a lly ,  many developing c o u n tr ie s ,  despite  
t h e i r  strenuous e f f o r t s ,  have s t i l l  remained as u n w ill in g  v ic tim s o f the  
vagaries o f in te rn a t io n a l  trade  and fo re ig n  currenc ies .
3 .2 .7 0  Trade between Kenya and other countries  is  characterized  by few exports and 
la rg e  q u a n t i t ie s  o f imports. Larger amounts of imports and aitaLll q u a n t i t ie s  
of exports re s u l t  in  trade  d e f i c i t s ,  a fa c to r  w hich 'ra ises  grave fe a rs  
about the fu tu re  hea lth  of Kenya's economy-as f a r  as balance o f payments 
is  concerned. In add it ion  to  t h i s ,  Kenya's exports are cheaper in  the i n ­
d u s tr ia l iz e d  countries  as compared to  the imported manufactured goods from 
these co u n tr ies ,  which are expensive according to the Kenyan standards. Ob­
v io u s ly ,  th is  is  another fo rce  expanding the trade  d e f i c i t .  Table 3 shows
a summary of the changes in  the external trade  from 1980 to  1984.
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TABLE 3 
BALANCE OF TRADE, 1980-1984 
K£ M i l l io n
1980 1981 1982 1983 1984*
EXPORTS 



























Total • 959.03 932.41 900.31 905.62 1 ,094.77
BALANCE OF TRADE - 443.33 - 395.18 - 331.66 -253.44 -  317.87
*  provis ional
SOURCE: Economic Survey of Kenya 1985, page 86. 
See also annexes 1 , 2 ,  3
3 .2 .71  From Table 3 i t  is  observed th a t  the trade  d e f i c i t  was K£ 318 m i l l io n  in  
1984 against K£ 253 m i l l io n  in the previous y e a r .  The d e f i c i t  on merchan­
dise account r e f le c ts  balance of payments d e f i c i t  as w e l l .  To improve the  
balance o f payments p o s it io n ,  Kenya seeks various ways, fo r  instance i n ­
creasing inflow s of grants , long-term c a p ita l  and IMF c r e d i t .  Other steps 
include import r e s t r ic t io n  p o l ic ie s  and boosting of the major exports.
{See paragraph 3 .2 .5 2 . )
3 .2 .7 2  The enormous d is p a r i ty  between what Kenya buys and s e l ls  abroad, is  
worsened by the fa c t  th a t  th is  trade  is  c a rr ie d  th rough 'fo re ign  vessels .  
Imports are valued at c . i . f .  (c o s t ,  insurance and f r e i g h t ) ,  w hile  exports  
are valued a t  f . o . b .  ( f re e  on board). In other words, tra n s p o rt  costs are 
included in  the import value whereas export value is  quoted f r e e  on board. 
Both f . o . b .  and c . i . f .  arguments are re la te d  to  the balance o f payments 
problems. Rising f re ig h ts  involve the outflow  of fo re ig n  exchange in  pay-
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ments fo r  in v is ib le  tra n sac tio n s , and, fo r  Kenya, l i k e  the other countr ies ,  
paying such ra tes  in  fo re ig n  currencies, is  a heavy burden in the balance 
of payments. A d d i t io n a l ly ,  esca la t in g  o i l  p r ices  and adverse weather con­
d i t io n s  have worsened fore ign  exchange problems.
3 .2 .7 3  Prospects fo r  a vigorous economy depends c r i t i c a l l y  on continued strength  
in  the balance of payments. Despite the inherent problem of the balance 
of payment d e f i c i t ,  the knock-on e f fe c ts  o f loosing fo re ig n  c a p ita l  to  
fo re ign  countries  through shipping, sparks o f f  many other problems l i k e  
hik ing  prices  of the imports, lack of necessary imported goods and gene­
r a l l y  the l i f e  becomes economically tough fo r  the country. (See paragraph 
3 .2 .4 4 . )
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3 .2 .7 4  Establishment o f a national merchant f l e e t  can enable a country to  earn 
and save fo re ign  exchange. Special d i f f i c u l t i e s  may a r is e  in s e t t in g  up a 
merchant f l e e t ,  but i f  given strong impetus, such an under-taking could 
lead to  the attainment o f a so lu tion  which could be optimal w ith in  the  
e x is t in g  co n s tra in ts .  Any maritime country with a strong estab lished mer­
chant f l e e t  l im i t s  the imports o f shipping services which saves the fo re ig n  
exchange and exports shippign services which re in fo rces  the in f lo w  of  
fo re ig n  exchange.
3 .2 .7 5  The re la te d  p a r t ic u la r  items to  a country 's  balance of payments are con­
s iderab ly  d i f f e r e n t  in t h e i r  s tru c tu re  and arrangement, such th a t  i t  would 
not be necessary to show a l l  o f them in  th is  chapter. Therefore , a ty p ic a l  
s tru c tu re  o f rece ip ts  and payments incurred in  transactions  in  maritime  
tran sp o rt  would be re levan t to  the themes of th is  chapter. In th is  context,  
the fo llo w in g  ta b le  shows a c la s s i f ic a t io n  which includes the transactions  
not only o f the f l e e t  but also those made by the p o r ts ,  ship re p a ir in g  




1. F re ig h t earnings of home-flag ships-
This includes earnings from tra n s p o rta t io n  of home exports paid 
fo r  by fo re ig n  buyers, home imports paid by fo re ign  suppliers  and 
earnings from cross-trades .
2 . Earnings by home-flag ships- 
from fo re ig n  passengers.
3 . Receipts o f home insurance companies-
fo r  maritime insurance services provided to fo re ig n e rs .
4 .  Expenditures on port fees and other service, payments- 
• by fo re ig n  ships in  the country 's  ports .
5 . . Expenditure in home ports -
by fo re ig n  ship crews. <«
6 . Charter fe e s -
received by home ship-owners.
7. Receipts of dry-docks-
in  the home country fo r  maintenance and re p a irs  to  fo re ig n  ships.
B. PAYMENTS:
1. Payments to  fo r e ig n - f la g  ships-
fo r  imports when f r e ig h t  is  paid by consignee'and fo r  exports when 
f r e ig h t  is  paid by consignor.
2 . Payments by residents  o f the home country-  
to  fo r e ig n - f la g  vessels fo r  passages.
3 . Payment o f  marine insurance- 
to  fo re ign  underw riters .
4 . Ship 's  stores and bunkers purchased by home-flag ships- 
in  fo re ig n  ports .
5. Expenditure by home-flag ships-
in  port fe e s , canal fees and other services provided by fo re ig n  
countr ies .
6 . Expenditure by crews of home f la g  ships- 
in  fo re ig n  ports .
7 . Charter fe e s -
paid to  fo re ign  ship-owners by home-based companies.
8 . Payments fo r  drydocking and re p a irs -
made by home-flag vessels in fo re ig n  co u n tr ies .
SOURCE: Ignacy Chrzanowski-An In troduction  fo  Shipping Economics, page 104.
3 .2 .7 6  The example shown in  Table 4 is  fundamental and of completely general 
ap p lic a tio n  to  the balance of payments costs o f shipping serv ices . As i n ­
dicated e a r l i e r  th a t  Kenya does not own a merchant f l e e t ,  i t  is  only a 
small part  o f the above example which is  app licab le  to  Kenya as f a r  as 
rece ip ts  are concerned, and th a t  is  number 5 o f part  A. I t  is  tru e  th a t  
the fo re ign  ships and t h e i r  crew spend some fo re ign  currencies in  the  
home port o f Kenya, but the argument is  to what extent does th is  c o n t r i ­
bute to  the country 's  balance of payments. I t  could be often  argued th a t  
the fo re ig n  exchange earned from the fo re ig n  ships c a l l in g  a t the home 
port cannot be compared to  the la rg e r  amount paid fo r  the f r e ig h t  ra tes  
by Kenya. Consequently, the fo re ign  exchange earned from the expenditure  
of fo re ign  ships and t h e i r  crew goes back to the fore ign  ship owners
through the in v is ib le  shipping tran sac tio n s , ( f r e ig h t - r a t e s  pajd in the long
run)
3 .2 .7 7  I t  has bpen argued th a t  Kenya experiences a d i r e c t  balance o f payments pro­
blem, but i t  should not be taken in to  consideration th a t  the establishment 
o f a merchant f l e e t  would- e rad ica te  the whole problem. I t  is  c le a r ,  how­
ever, th a t  the merchant f l e e t  can co ntr ibu te  to the balance o f payments, 
and th is  aim should rank high among the others which lead to the estab-  
Tishment o f a merchant f l e e t .  A d d i t io n a l ly ,  a merchant f l p e t ,  designed to  
carry exports and imports would act as a combined im p o rt-s u b s titu te  and 
export earner as f a r  as Kenya's balance of payments problem is  concerned.
(See paragraph 3 .2 .7 4 . )
I t  should also be noted th a t  the e f fe c ts  on the balance o f payments, 
fo l lo w in g  the creation  o f a Kenyan f la g  f l e e t ,  can only be f e l t  i f  the  
f l e e t  proves to be com petitive  on a commercial basis.
3 .3 .( B j  Social
3 .3 .1  Maritime transport is  regarded as a c rea to r  o f place and u t i l i t y .  This
means the c arr iage  of goods from t h e i r  places o f production to  t h e i r  places  
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o f consumption. In th is  respect, shipping services are designed according 
to  the commercial needs. Commercial needs a r is e  from the needs o f the  
people fo r  various commodities. Therefore, shipping as a servant o f  i n t e r ­
national trade has an in ten s ive  ro le  to play in  any co n tr ib u tio n  to  the  
economic and social development.
3 .3 .2  World trade a ffe c ts  the d a i ly  l i f e  and w e lfa re  of every human being, and 
contributes g re a t ly  to  the development of mankind and leads in the long
. ' 3 4  ■
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run to  world in te g ra t io n .  Given the fa c t  th a t  th is  world trade  is  c a rr ie d  
through shipping, one would be convinced th a t  any d is ru p tion  of a country 's  
shipping services would create  severe bottlenecks as f a r  as the social l i f e  
is  concerned-(see paragraphs 3 .2 ,4 5  & 3 ,2 .4 6 ) .  Shipping services can be 
disrupted by the withdrawal o f  a fo re ig n  shipping se rv ice , and w ith a n a t io ­
nal shipping l i n e ,  the social fa b r ic  can be assured of the essentia l im­
ported goods necessary in the d a i ly  l i f e  o f  the country concerned. (See 
paragraph 3 .2 .4 2 . )
3 .3 .3  The economic importance of a merchant f l e e t  is  widely recognized, but eco­
nomic gains derived from the f l e e t  have a d i r e c t  bearing on the social de­
velopment o f the country concerned. In the fo llo w in g  paragraphs, I w i l l  con­
s id er  the social gains which Kenya, as a developing country, can achieve 
from the establishment o f a national merchant f l e e t .
3 .3 .4  The current population of Kenya is  around 19.54 m i l l io n  p e o p le - (1984 f i ­
gures) w ith an annual growth ra te  o f about 3.8%. The working population  
in  the modern sector is  very small as compared to  the to ta l  population .  
G en era lly , the employment growth ra te  is  lower than the growth ra tes  of  
population and labour fo rc e .  Therefore, unemployment is  one o f the major 
problems fac ing  Kenya today. This burden on the society  is  becoming onerous, 
and the establishment of any economic a c t iv i t y  th a t  would c rea te  some em­
ployment is  the wish of every c i t i z e n  in Kenya. (See annex 4 ) .
3 .3 .5  One of the most important aspects of shipping is  employment. In th is  context 
establishment o f a merchant f l e e t  would encourage Kenyan people to  become 
sea-minded and even tua lly  c reate  a national in te r e s t  in  s e a -fa r in g .  The 
wages paid by the new a c t iv i t y  to  the national crew and shore-side personnel 
w i l l  d e f in i t e ly  create  a social gain which in turn  con tr ibu tes  to the social  
w elfare  o f the people. The social gain w i l l  be the d if fe re n c e  between the  
two le v e ls  of l iv in g  of the crew and the other re la te d  employees before and 
a f t e r  t h e i r  employment. Development is  not a m atter fo r  government alone
but fo r  society  as a whole. In th is  case, any p ro je c t  requ ires  educated and 
motivated labour fo rc e .  Gains from shipping emanate from s p e c ia l iz a t io n ,  
and according to the concept of opportunity  costs , the workers would become 
e f f i c i e n t  in  producing th is  serv ice and l a t e r  acquire e x p e r t is e .  The wages
on
are also as a re s u lt  o f the high leve l o f  s p e c ia l iz a t io n .  Increased sa­
la r ie s  w i l l  consequently encourage the home or domestic market to  absorb 
products'on a large  scale as the purchasing power of the population in c re a ­
ses. (See paragraph 3 . 2 . 3 9 . )
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3 .4 .  (c )  Defence and Security
3 .4 .1  Maritime tran sp o rt  is  considered as a p a rt  and parcel of a country 's  na­
t io n a l  s e c u r ity ,  taken in  the broad sense of o vera l l  preservation of per­
manent national ob jec tives  in  every f i e l d .  There is  an in t im a te  r e la t io n ­
ship between national security  and national merchant f l e e t ,  despite  the  
f a c t  th a t  the former requires  the f u l l e s t  and most commitment of national  
p o te n tia l  in  a l l  f i e ld s  of endeavour, namely; s o c ia l ,  economic, p o l i t i c a l '  
and m il i ta ry .^ ^
3 .4 .2  I t  appears l i k e l y ,  th e re fo re ,  th a t  e s tab lish in g  and developing a national
merchant‘marine is  not only to  strengthen the national economy, but the
22national secu rity  would be strengthened as w e l l .  Thus, these two sides
of shipping industry  swim to g e th er ,  and, there  should be a requirement
<«
fo r  a widespread recogn it ion  of the s tra te g ic  importance o f merchant sh ip­
ping in  any shipping p o licy  of. a country.
3 .4 .3  I t  has been ind ica ted  th a t  the involvement of a country in to  shipping  
through her own merchant f l e e t  is  a m atter not simply o f commercial sur­
v iv a l  but o f national surv ival too. The general view i s ,  th a t  i f  a war 
breaks out between coastal s ta te s ,  the party  to  the c o n f l i c t  which lacks
a merchant f l e e t ,  could.be starved in to  submission because of not possess­
ing ships to  supply both troops and home f ro n t  (see paragraphs 3 .2 .4 5  and 
3 .2 .4 6 ) .  There are a m ultitude  of varied  ro les  fo r  the merchant f l e e t  to  
play during a c o n f l i c t .  The primary importance is  th a t  the imported items 
essentia l fo r  the c o n tin u ity  of the economic l i f e l i n e s  and secu rity  ship­
ments be maintained during the war. However, i t  should be noted th a t  the  
imported items discussed above include the government supplies and the  
commercial commodities. There is  a great deal of s im i la r i t y  between the  
two, but in  the former aspect, the government supplies is  based on m i l i ­
ta ry  considerations.
3 .4 .4  From the above paragraph, i t  would be learned th a t  a national merchant 
f l e e t  has an immense ro le  to  play in  the defence and national secu rity  o f  
the country concerned. In some developing maritime co u n tr ies ,  th is  aspect 
ra r e ly  receives the p u b l ic i ty  and support i t  deserves and needs. However, 
the u lt im a te  m anifes ta tion  of the o ft-quoted  term "Sea power", should not 
be in te rp re te d  to  mean naval power, but the national merchant ships' 
a b i l i t y  to  d e l iv e r  home bound cargoes in  a safe and t im e ly  manner, especi-
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a l l y  during a war s i tu a t io n .  S tra te g ic  studies have revealed th a t  shipping  
lo g is t ic s  were the p ivo t po in t upon which wars were won or lo s t .  One must 
be aware th a t  wars are not fought a l l  the t im e , but the f a c t  remains th a t  
the two great wars o f the world taught a l l  nations a lesson. In th is  sense, 
one can understand the advantage of a nation having a merchant marine 
capable o f coping with an in te rn a t io n a l  h o s t i l i t y ,  war and of course, 
emergencies.
3 .4 .5  Establishment o f a merchant f l e e t  in  Kenya is  no doubt in l in e  w ith the  
comprehensive development p r i o r i t i e s .  In add it ion  to  t h i s ,  s t ra te g ic  im­
portance of a merchant f l e e t  should also be put in to  cons idera tion , such 
th a t  s t ra te g ic  needs fo r  ocean tran sp o rt  in  the event of in te rn a t io n a l  
c o n f l ic ts  could be a l le v ia te d  by an e x is t in g  national tonnage, ^^rovided
th a t  the necessary mechanisms are in place to  adm inister the t ra n s fe r  of
23vessels to  government use. The government should, th e re fo re ,  i n i t i a t e  
discussions w ith the management o f the national f l e e t  to develop agree­
ments o f understanding (on the a v a i l a b i l i t y ) ,  or on the performance of 
the f l e e t  in  an emergency s i tu a t io n .  In most cases, some governments ex­
pand t h e i r  national f l e e t s  w ith a view of reserv ing some vessels fo r  
emergency purposes. The b e n e f ic ia l  ownership o f the United States of 
America's o ff -sh o re  vessels which are c o n tro l led  by the government is  an 
example worth c loser scru t in y . Thus, the recommendation is  to  plan fo r  
government use o f the n a t io n a l ly  owned vessels in the event o f a national
emergency. For example, B r i ta in  received a sharp reminder o f the impor-
>
tance o f th is  ro le  in  1982 when Argentina seized Falklands Is lands . The 
Falklands c o n f l ic t  suddenly and e f f e c t iv e ly  emphasized the importance and 
s ig n if ic a n ce  of the s t ra te g ic  value o f merchant f l e e t s .  B r i ta in  began r e ­
q u is it io n in g  the merchant f l e e t  th a t  was even tu a lly  to  include tugs, 
tankers , t ra w le rs ,  l in e r s ,  r o l l - o n - r o l l - o f f  f e r r i e s  and cargo ships. A f te r  
the c o n f l i c t ,  the whole nation admitted t h a t ,  w ithout the ships taken up 
from tra d e ,  the operation could not have been undertaken e f f e c t iv e ly .  
Without a merchant f l e e t ,  i t  i s ,  thus, very d i f f i c u l t  fo r  a country to  
mount such an a c t iv i t y .
3 .4 .6  Another recommendation is  t h a t ,  both the national shipping l in e  and the  
government, when making the decisions on the construction o f the vessels ,  
or when embracing new ideas and p ract ices  in shipping, must include the  
s t r a te g ic ,  m i l i t a r y  and national secu rity  p r i o r i t i e s ,  and no way should
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the m i l i t a r y  personnel be l e f t  ou ts ide . Without th is  co -operation , the  
s tra te g ic  part  of a merchant f l e e t  would be an endangered species as f a r  
as national security  and m i l i t a r y  p r i o r i t i e s  are concerned.
3 .4 .7  Proposals to expand arid strengthen the merchant f l e e t  should not be allowed  
to  f a l l  by the wayside, as th is  is  the only way to  ensure th a t  the f l e e t  is  
capable to  p a r t ic ip a te  in  the carr iage  of supplies in  a war s i tu a t io n .  For 
ins tance , a f t e r  many years o f  dec line  in  the United States o f America's  
merchant f l e e t ,  the government in 1982/83 developed a framework fo r  a r e ­
v i t a l i z e d  merchant ship b u ild in g  programme and the adoption of a moderni­
za tion  and improvement plan fo r  many of the obsolete un its  forming the
24United S ta tes ' s tra te g ic  f l e e t  reserve. This is  very important f o r  every  
secu rity  conscious na tio n , because the contraction  of the merchant f l e e t
qt
threatens i t s  ro le  as an arm of defence.
3 .4 .8  The above example is  good enough to  be copied by Kenya in her endeavours 
to s ta r t  a merchant f l e e t ,  such th a t  the sustainance of a f l e e t  could be
a reserve fo r  fu tu re  u t i l i z a t io n  in  case of a c o n f l i c t .  I t  is  obvious th a t  
th is  country cannot es tab lis h  a balanced f l e e t  a t ago, but given the proper 
management and encouragement, a small f l e e t  could be expanded to  a la rg e r  
f l e e t  composed of a l l  types of commercial vessels . Assuming th a t  th is  is  
achieved, the other important th ing  is  to  make contingency plans o f u t i ­
l i z in g  the merchant f l e e t  in  case of war with another country. In th is  
respect, the fo llo w in g  ta b le  presents a good example, from which one can 




CONTINGENCY PLAN IN RELATION TO THE ROLES OF A MERCHANT FLEET DURING A CONFLICT
PURPOSE • TYPES OF VESSELS ROLES DURING THE WAR
1. Maintenance o f the  
in te rn a t io n a l  trade  
( t h is  category is  
f a i r l y  supported by 
exigencies o f commer­
c ia l  j u s t i f i c a t i o n )
A l l  commercial 
vessels
To maintain a continued 
t r a f f i c  o f  socio-econo­
mic exports/im ports  and 
m i l i t a r y  supplies
2. Adaptation o f mer­
chant ships fo r  naval
(a ) Container ships Converted to  act as 




Converted to  act as 
minesweepers, pa tro l  
vessels and other  
coastal defence duties
3. Adaptation o f mer^ 
chant vessels fo r  m i­
l i t a r y  lo g is t ic s  ro les
Great number o f Ro- 
Ro vessels , passen- 
g e r /v e h ic le  f e r r ie s  
and l in e r /c r u is e  
ships.
Would be used as land­
ing ships to put f o r ­
ces ashore.
4 . Supportive lo g is ­
t i c s  fo r  naval opera­
t io n s .
Bulk o f f l e e t  
a u x i l ia r y  un its
Would be used or con­
verted in to  supply 
ships, to  enable the  
naval un its  to remain 
at sea and on s ta t io n
5. Other necessary r e ­
quirements in  a war
(a )  Converted pas­
senger ships
Would be used as hospi­
ta l  and prison ships
s itu a t io n
(b) Salvage tugs and 
other vessels with  
towage a b i l i t i e s
Would be used as s a l ­
vage and rescue ves­
s e ls ,  and f l e e t  main­
tenance vessels .
SOURCE: This ta b le  was drawn in r e la t i v e  to  the inform ation o u tl in ed  by
A J Ambrose in  his book Jane-s Merchant Shipping Review, ed ited  by 
A J Ambrose, pages 156-157. See also footnote  24, pages 153-175.
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4 .  CHAPTER THREE
4 .1 .  Conditions necessary fo r  the establishment of a merchant f l e e t  in Kenya
4 .1 .1  In chapter two, the importance of a merchant f l e e t  has been discussed in  
length and the b en ef its  which a r ise  from the shipping a c t iv i t i e s  have been 
h igh lighted  in  various categories . Chapter th ree  w i l l ,  th e re fo re ,  discuss 
the conditions which necessita te  shipping industry  .with special reference  
to  Kenya. Thus, there  w i l l  be an attempt to uncover the conditions favour­
able fo r  the establishment of a merchant f l e e t  in  Kenya.
4 .1 .2  Countries d i f f e r  in  various aspects, such th a t  p o l i t i c a l ,  social and eco­
nomic a c t iv i t i e s  are influenced by fa c to rs  w ith in  each country. Shipping 
as an in te rn a t io n a l  industry is  in fluenced by many and varied  fa c to rs .
Some of the fa c to rs  are in te r r e la te d  and some o ver- lap  each other? They 
( fa c to rs )  are found in many maritime co u n tr ies ,  despite  the d i f f e r e n t  
cap ac it ies  applied to  harness them. Generally  speaking, fa c to rs  conducive 
to  the establishment o f a merchant f l e e t  are the re s u l t  o f  natura l en­
dowments, h is to r ic a l  circumstances and physical fa c to rs .  Combination of  
these three  categories gives r is e  to  a healthy c lim ate  fo r  the growth of 
a merchant f l e e t  and shipping industry  in genera l. The question remains 
as to  whether there  is  a healthy c lim ate  fo r  the establishment of a mer­
chant f l e e t  in  Kenya or not. The answer to  th is  question w i l l  be found
in the fo llow ing  paragraphs.
Past experience.
4 .1 .3  Any industry is  a ffec ted  to  a great extent by the degree of experience  
accumulated in  a country. In a l l  the t r a d i t io n a l  maritime co u n tr ie s ,  
shipping industry  rests  on numerous professions b u i l t  up on old t r a d i t io n s .  
The past experience has th e re fo re  helped the shipping industry  in  many 
ways. Great achievements in shipping industry  since 17 *̂  ̂ century helped 
the developed maritime nations to grow and advance side by side w ith sh ip­
owning and ,sh ip 's  husbandry. In th is  respect, there  has been re -c y c l in g
or
o f shipping professionalism  in t r a d i t io n a l  maritime co u n tr ies .
4 .1 .4  Kenya's experience in  shipping is  extremely l im ite d  as compared to t r a d i ­
t io n a l  maritime countr ies . At any r a te ,  th is  country is  a ffec ted  by the  
shipping a c t iv i t i e s  in  various ways. For instance, the development o f the
• home port is  in l in e  w ith the requirements of the in te rn a t io n a l  shipping.
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Additionally, many big shipping companies are represented in Kenya, some 
for a considerable period, while others have entered the market since the 
advent of independence. The fact is ,  that a country whose trade is carried 
by foreign shipping companies will always find i t  difficult  to build up a 
solid deep-rooted maritime community. In this respect, an established and 
sustained Kenyan merchant f leet would be an avenue for accumulating expe-
 ̂ rience in shipping. Thus, owning a merchant fleet will no doubt attract
people who will gradually develop into professionals as the f leet expands.
4.1.5 The last few decades saw the introduction of national shipping enterprises 
in East Africa, especially the joint subscription by Kenya, Tanzania, 
Uganda and Zambia, a venture which was introduced under the auspices of 
the defunct East African Community, and the shipping line was gi v̂en the 
name-East African National Shipping Line. The differences in political
and economic spheres in East Africa resulted into the break-up of the East 
African Community, and this le ft  the line in an extremely sorrowful state 
and lastly i t  lost momentum in 1980. Within the confusing state of affairs 
left  by the break-up of the East African Community, East African countries 
started to look for other alternatives (see paragraphs 3.2.11—3.2.15). 
Tanzania took a different line by forming a joint venture with China.
Kenya focused most of i t s  maritime development on ports and absorbed most 
of the defunct East African National Shipping Line (Kenyan) crew into the 
ports, while others went on to serve on foreign vessels.
4.1.6 In the light of what has been discussed or argued above, one would be con­
vinced that Kenya has had ship-owning experience at one time regardless 
the fact that she only played the role of a shareholder in the defunct 
East African Line. Given the proper support and encouragement, this l i t t l e  
experience can be of immense importance in the efforts to start  a national 
shipping line. In addition to that, the fact remains, the elements which 
advocated for the establishment and development of the East African Natio­
nal Shipping Line remain and assume an altogether more important signifi­
cance.
Man power.
4.1.7 There cannot be a merchant fleet without a pool of man-power to man the 
vessels and the management ashore. Shipping is the same as any other in­
dustry which needs trained and experienced manpower. As indicated in the
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above paragraphs, i t  would be observed that there is a pool of sea-farers 
in Kenya, especially those who worked for the defunct East African Natio­
nal Shipping Line. The only thing to,do when deciding to develop a natio­
nal f lee t ,  is to devise a scheme which would attract them to serve on Ke­
nyan vessels.
4.1.8 Kenya is a relatively poor country with a large labour force reserve and 
limited capital. In this respect, she can enter shipping using a great deal 
of the former and l i t t l e  of the lat ter  by sending her young people to sea 
as apprentices on the ships of other nations. It is always wise to learn 
from others i f  they have anything to help in one's development. Therefore, 
we have to learn from countries which have had long-standing traditions
of sea-faring i f  we want to develop a successful merchant fleet.** Kenya 
has a maritime college (Bandari College), which is not. advanced enough to 
accomodate the advanced fac i l i t ies  for training the required man-power 
capable of manning a merchant f leet.  In due course, this institution may 
be expanded and improved in order to fac i l i ta te  for the training of our 
maritime man-power in future.
4.1.9 With dedication and hard work, skills in seamanship can be learnt with 
simplicity by anyone with an average intelligence, whether a seaman or 
anyone working in the management ashore. Given this fact, then, there is 
nothing difficult  about learning to steer or navigate a ship, equally there 
is nothing difficult  about learning chartering, shipping documentation and 
liner conference operations. This being the case, Kenya needs not wait until 
i t s  own people are sufficiently trained and experienced. Kenya's goodwill 
abroad is generous, and i f  there are no enough training fac i l i t ie s ,  then 
i ts  students will generally be welcome at nautical schools and maritime 
academies in other countries. Trained people in shipping would, therefore, 
play a considerable role in expanding and sustaining the national f leet .
Technology
4.1.10 Shipping industry is a specialized field which requires a high degree of 
skil l .  Equally, current economic climate in the shipping Industry has also 
dictated that shipping has had to move into the area of high technology 
and specialized ship types. In this regard, the recommendatiom for Kenya 
is to establish and organize her merchant f leet in a condition of keeping 
pace with the world technological trend. A fleet needs modernization as
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time goes on inorder to f i t  into the needs of the ever changing scienti­
fic  world. Competition can be faced with an altitude of adopting techno­
logical changes on the shipping market, but with a consideration of the 
three factors that are certain:—
(a) Technological progress is proceeding much more rapidly than 
i t  did in the past.
(b) .Time delay between scientific discovery, technical development,
and practical application in the transport industry in general is 
shortening.
(c) Science i tse l f  is playing an increasing important part in the 
technical and managerial aspects of maritime transport.
Kenya borrows technology from outside in her development process. Given 
the above conditions, i t  is ,  therefore, advisable for this deveiloping 
country to enter shipping with a view of using experts from other count­
ries, as far as technological development and advancement in shipping is 
concerned. This should only be done for the sake of training the natio­
nals required to put the seeds for the formation of the needed branches 
in the development of a. maritime community, but not to produce an a r t i f i ­
cial national shipping activity such as the fleets of convenience. It 
should be a permanent national maritime society.
Capital.
4.1.11 Many developing countries do not have enough or substantial financial 
resources for establishing national merchant f leets ,  and they often seek 
for foreign loans. In the long run, they found that they are switching 
dependencies from foreign shipping services to dependency on foreign f i -  
nancing and get caught in a vicious circle.  The burden of foreign debt 
of the developing countries becomes heavier every day, due to the high
•  71 ^interest rates and shorter amortization periods.
In actual fact, the best solution for Kenya in her efforts to start  
a national shipping line is either to organize her own financial resources 
or to seek for foreign loans that call for low rates of interest or loans 
that have gift elements in them.
4.1.12 Ship-finance is a highly technical subject which cannot be covered in 
depth in this part of the chapter. As indicated in the above paragraph, 
there are various methods for raising funds for purchasing tonnage. Estab-
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lishing a merchant fleet in Kenya will, of course, burden the nation's 
economy with additional expenses required to purchase and maintain the 
country's f leet .  However, the creation of a national merchant fleet is 
essential for the economic development. (See paragraph 3.2.13.)
Shipping industry is considered as a relatively capital intensive in­
dustry. Therefore, Kenya should decide in the light of her own economic 
circumstances when deciding to purchase vessels for her national f leet.
At any rate, i t  will depend on which projects that demand the highest 
priori ties.
4.1.13 going back to the issue of organizing funds for purchasing vessels, i t  is 
important to consider the role of the government. The Kenyan government 
can be a central figure to advise and recommend as to where fiirance is 
likely to be found, because i t  keeps a continued finger on the pulse of 
the financial supply situation in the country. In this aspect, government 
investment grants could be used as tools of pursuading more private capi­
tal to take an interest in the operation of national flag merchant ships. 
Large monopolistic companies with a long record of profitable operations 
are able to venture in this area by buying shares or bonds in the natio­
nal flag line. Another source of financing is the raising of funds by 
issuing shares through public markets, whereby individuals, export/import 
firms and the financial institutions would increase the capital value of 
the investment, because the net equity earnings to share holders in ship­
ping companies are usually low. Therefore, the above mentioned sources
of capital for the shipping investment should not be disregarded or left  
aside when deciding to start  a merchant f leet ,  equally their importance 
should not be lessened in any way. In order to achieve a fuller motivation 
for raising capital, maritime awareness is important.
4.1.14 Bank loans for purchasing ships would be obtained either from foreign or 
national banks. It is widely accepted that bank loans are not, however, 
the only method of purchasing ships. However, the government can turn to 
the banks i f  there is a failure in raising the necessary funds through 
public shares and bonds, but i t  is important to realize th'at loans are 
business credits under which the borrower pays an interest rate. In most 
cases, the interest rates are added to the margin which provides the gross 
profit of the hank, and this strains the borrower to pay, especially when
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the freight market is low. Additionally, the bank will be partly in control 
of the vessel(s) purchased under i t s  loan(s). It is also likely that the 
bank will be interested to sketch out i ts  broad requirements and terms to 
be met before funds can be advanced. This may be expensive and can also 
take a long period for the bank to investigate the commercial reputation 
of the borrower. This is the reason why some shipyards encourage new 
orders by arranging purchase loans direct with shipowners. It should also 
be borne.in mind, that multi-currency loans are encountered especially 
when borrowing from a foreign bank, and i t  is always important to make use 
of the national bank. The national bank would be the intermediary in the 
negotiations between the borrower and the lending bank. Another method of 
finance is ship-financing through leasing. It is an alternative way of 
financing by purchasing the asset and financing i ts  acquisitiorv with debt. 
The financial lease is a non-cancelable contractual commitment, and the 
lease period generally corresponds to the economic l ife  of the asset. To 
summarise briefly, bank financing methods are many, but the ship-owner 
chooses the optimal one which suits his interests and requirements. After 
raising the required capital, or after finding the means of purchasing the 
vessels, i t  is necessary that the ship-owner takes further steps to find 
potentially available ship(s) of his interest. If the ship owner or buyer 
has got no experience in ship-price negotiations, i t  is essential to use 
a sell and purchase broker, who handles negotiations between the seller 
and the buyer and attends to the necessary formalities once the basic 
agreement has been reached. Equally, the same brokers are very much aware 
of the tonnage market and they are informed of when the prices are low or
up. An experienced broker of good reputation should-be considered in the
28same efforts of acquiring vessels.
Political climate.
4.1.15 It  is argued that shipping and maritime transport in general depend on the 
interplay of multiplicities like: physical and economic factors, techno­
logical advancement, size of the domestic market, direction of the main 
stream of trade and the social advancement of the people. . This interplay 
of multiplicities is true from the international point of-view. But one 
would agree with the point that shipping is very sensitive to polit ics, 
either of national or international nature. Thus, political stabil i ty of a 
country could be conducive towards the establishment of a merchant fleet.
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4.1.16 Kenya enjoys a political stabil i ty necessary forr the establishment and 
sustainance of a national merchant f leet .  Political stabil i ty  is impor­
tant for the general development of the country as well. The message is 
that the political instability could be detrimental to nationalized ship­
ping services, since i t  might apply pressure in contracting directions, 
resulting in disorganization and waste of capital investment.
4.1.17 In the last part of chapter two, strategic importance of a merchant fleet 
has been argued or discussed briefly, but some shipping economists argue 
that strategic reasons influence governments to interfere in commercial 
shipping matters. Governments are produced by politics and once there is 
political interference in shipping, i t  ends up in securing political pride. 
It  is often that governments will always be involved in shipping matters
of their respective countries, but i t  should not be predominantly for 
securing political pride. As a matter of fact, special economic and poli­
tical conditions of developing countries make their shipping needs diffe­
rent from developed countries, and, mainly political aspirations are be­
hind the desire of many developing countries to establish and develop 
their national merchant marines. If this is the desire for Kenya, then, 
i t  i t  very illogical and disadvantageous to establish and maintain uneco­
nomic f leet just for the sake of political pride, because , in many cases, 
when political goals are involved, economic reasoning has to be with­
drawn .
Cargo flow.
4.1.18 There is no merchant f leet without cargo. Cargo inflow and outflow is de­
termined by the direction of the merchandise trade of a given country. 
Kenya produces and receives cargo which could be of a decisive factor when 
establishing a merchant f leet.  The data given in Tables 6 and 7, could 
summarise the whole argument on whether Kenya could be in a position to 
provide her merchant fleet with cargo or not. In Table 6, the direction
of merchandise trade from 1964 to 1981 is shown. It could also be observed 
that the merchandise trade between Kenya and the Western Europe has been 
steadily increasing between 1964 and 1981. Table 7 shows the Mombasa port 
throughput in the years 1977 and 1982. The particulars of exports and im­
ports show that the bulk of commodities landing in and going out through 
this port is predominantly dry general cargo. (See also annexes 5 and 6.)
i lH
Table 6.
Diredion o f Mercfaaodise Trade, 1964-1981
e
rab /r 1.17 {Pereentages o f total)
1964 1966 1968 1970 1972 1973 1974 1977 1979 1981
Exports
Western Europe .. 33-4 34-5 340 32-8 38-7 37-5 350 51-5 48-3 36-7
U.S.A. .. 6 1 5-9 4-7 6-2 4-6 4-5 3-7 5-5 4-)‘ 3-6
Uganda 15-8 171 149 15 2 12-9 13 1 18-2 lOO 9-1 9-8
Tanzania 17-3 14-6 14-6 13-5 . 12-7 10 1 11-9 20 l O 1-2
Others ..  
of which Middle
27-3 27-9 31-8 32-3 31-5 34-9 31-1 30-7
'
37-6 48-7
East — — — ' (20) (20) (2-5) (3-5) (4-4)
Imports
Western Europe .. 45-9 500 49 3 48-8 53-3 50-8 46-8 48-4 51-5 40-2
U.S.A..................... 5-5 9 1 6-2 7-5 6-3 7-7 5-6 5-7 5-6 6-8
Uganda 8-2 5-9 6-8 6-4 4 0 21 l O 0-1 0 1 0-1
Tanzania .. 4-8 31 31 3-8 3-1 3-5 2-8 03 OO OO
Others 
of which Middle
35-6 31-8 34-5 33 5 33-4 35-9 43-9 45-4 42-7 52-9
East
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MQ[>1BASA FORT THROUGHPUT': 1977- 19B2
PARTICULARS 1977 1978 1979
EXPORTS:
Dry General Cargo 820,759 830,164 1,013,682
Dry bulk cargo 686,095 655,814 589,526
Total dry cargo 1,506,854 1,485,978 1, 603,208
Peitroleum bulk oils 40,190 99,545 173,805
Bunkers 379,552 176,522 235,411
Total P.O.L. 419,742 276,067 409,216
Other bulk liquids 41,089 37,954 65,088
Total bulk liquids 460,831 314,021 474,304
TOTAL EXPORT CARGO 1, 867,685 1, 799,999 2,077,512
IMPORTS:
Dry general cargo 1,169,691 1,241,860 876,656
Dry bulk cargo 166,625 237,634 160,211
Total dry cargo 1,336,316 1, 479,494 1,036,867
Petroleum bulk oils 2,566,996 2,732,424 2,701,334
Other bulk liquids 50,877 54,896 60,254
Totalbbulk liquids 2,617,873 2,787,320 2,821,588
TOTAL IMPORT CARGO 3, 954,189 4,266,814 3, 858,455
EXPORTS AND IMPORTS
Dry general cargo 1,990,450 2,072,024 1,890,338
Dry bulk cargo 852,720 893,448 749,737
Total dry cargo 2,843,170 2,865,472 2,640,075
Petroleum bulk oils 2,607,186 2,831,969 2,935,139
Bunkers 379,552 176,522 235,411
Other bulk liquids 91,966 92,850 125,342
Total bulk liquids 3^078,704 3,101,341 3,295,892
TOTAL EXPttiTS &
5,935,967imports 5,921,874 6,066,813
TRANSHIPMENT 8,64^ 4,477 4,727
GRAND TOTAL 5,930,51s 6,070,29c 5,940,694
SOURCE: MonUily Review of Port Wor'kini*
Quarterly Reports.
1980
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4.1.19 Given the above argument, the conclusion is simple that Kenya has a right 
to participate in the carriage of her external trcide. Her tonnage will 
therefore be determined by the commodity composition of the exports and 
imports, which is obviously dry general cargo. General carriers will be 
of greater consideration in this direction. Volume of the exports and im­
ports will also determine the number of vessels to purchase, wjth the in­
tention of participating in the major trade routes between East Africa 
and the rest of the world. (See Map number one.)
The f i r s t  decision should be to establish a tonnage which can serve the 
largest market, and that is Western Europe—East Africa-conference route. 
With the expansion of the f leet ,  participation in the other conference 
routes would be obvious.
«l
4.1.20 According to the UNCTAD code of Conduct for Liner Conferences, Chapter two 
article 1, any national shipping line shall have the right to be a full 
member of a conference which serves the foreign trade of i t s  country.
Given this condition, i t  means that Kenyan national merchant fleet has the 
right to be a member of all the conferences serving the country's trade. 
(See Table 2.) Article 2 of the Code lays down the 40-40-20 cargo sharing 
formula which provides that the national lines of each country at the end 
of a route served by the conference shall have an equal share of the 
freight and volume of t raff ic  generated by their mutual foreign trade.
Third country shipping lines will have the right to acquire only up to 20 
per cent of the trade.
Application of the code is expected in Kenya but i t s  implementation may 
be delayed, depending on the country's ability to finance the required ton­
nage. With the attention of ratifying the code, establishment of a mer­
chant f leet is far much better than buying slot charters in the conferences 
serving the Kenyan trade. In this aspect, the liner code of conduct should 
be considered as one of the most important conditions under which Kenya 
should establish and develop her own shipping line. The code, being the 
f i r s t  international instrument in the history of maritime trade, could 
give a.full justification to a developing country like Kenya to take ac­
tion to protect the national interest in shipping.
MAJOR TRADE ROUTES FROM EASTERN AFRICA
KEY
•  • • • • •  ELA—U K /NW  Continen! Route
----------EA—INDIA/Far East/Australia Route
> > > EA—USA/Canada Route 
■/  /  /  / ■ EA—Middle East Route
Produced by:
ISCOS Secretariat,








4.1.21 A country cannot be effective in i ts  maritime development without a mari­
time administration. An established central maritime administration en­
ables a country to achieve and sustain the required levels of maritime 
activities.  The basic maritime problems of most developing countries
are associated with the lack of proper or appropriate experts who can 
ensure that the maritime administration acquires the required capabi^ 
l i t ie s .
4.1.22 An effective and efficient maritime administration provides the necessary 
climate for establishment and development of a successful merchant f leet .  
In Kenya, maritime administration is undertaken by the Ministry of Trans­
port and Communication. As a matter of fact, there is no maritime division
( tf
or directorate in this ministry; but there is an abundance of human resour­
ces which can be utilized to form either a shipping division or a maritime 
directorate. This can be done and achieved through administrative reform 
programmes. By such doing, i t  will be possible to organize a unit which 
can solidly deal with maritime activities.  Equally, such a unit can lead 
the role and primary responsibility in harnessing the other related human 
resources and utilizing them appropriately to maximum national advantage 
in the maritime field. Additionally, i t  should be remembered, that ade­
quate maritime training has the greatest effect upon efficiency and pro­
ductivity in national maritime development. This aspect deserves important 
consideration in the efforts of developing various shipping activities in 
a country.
4.1.23 It may be noted that in connection with the afforesaid functions and as 
an essential part of i ts  role, the maritime division of the Ministry of 
Transport, i f  created, would be in the best position to harmonize and co­
ordinate the approaches, planning, developments and allied operations of 
relevant shipping policies and matters within i t s  competence and oblig- 
gations.
4.1.24 Finally, in the interest of the country's maritime development, i t  is the 
national government which has to plan for and ensure the availability of
a maritime administration. In the,same token, the government has to ensure 
the optimum utilization of such maritime administration to national advan­
tage. For example, in her efforts to establish a national shipping line.
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the Kenya government could uti l ize her maritime administration in various 
aspects.
For example,
(a) The maritime administration officials,  in their conciousness of 
their importance and roles in the context of the development of 
national shipping, could assist tremendously in the qualitative 
and quantitative development and expansion of the national mer­
chant fleet.  In this respect, the most suitable types and numbers 
of ships could be acquired, acquisition of substandard ships could 
be prevented and the prices of the proposed ships could be nego­
tiated competitively.
(b) The same maritime administration could be useful in ensuring that
*€
the ships are operated efficiently and safely by the personnel 
manning them.
(c) In view of the aforesaid, the roles, responsibilities and func­
tions of the maritime administration as regards the marine per­
sonnel (sea farers) need to cover the following:
1. Crew matters (i .e. matters affecting marine personnel) in 
general.
2. Examination and certification of sea farers.
3. Manning of ships, and
4. Maritime training.
4,1.25 To conclude, i t  is of great importance that the country needs to comply 
with the International Maritime Organization's (IMO) regulations and 
standards, and also the national merchant shipping legislation should be 
enforced in collaboration with the international regulations. This may 
be done in the interest of maritime development and, too, in order to en­
sure the proper functioning of the maritime administration of a given 
country.
See Annexes 7 and 8 which present examples of maritime administrations 
of Sweden and the Netherlands.
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5 CHAPTER FOUR
5.1. Concluding Remarks and Recommendations
5.1.1. Three f ifths of the globe are covered by water, and there is a strong inter­
dependence between world trade and maritime transport. It is therefore im­
portant that every country should have an optimum participation in the mari­
time transport system of the world.
5.1.2 It is said, that the participation in the world sea-borne trade depends on 
a country's infrastructure, human capabilities and administrative structure 
capable of handling maritime transport, but without the development of na­
tional shipping or merchant f leet ,  a country's participation in the carriage 
of her sea-borne trade could not be effective.
5-.1.3 Chapter one of this paper has shown different categories of merchant f leets ,  
and these merchant fleets of various maritime nations are classified into 
branches to which their productive units, the ships, are assigned. On the 
other hand, i t  must be stressed at this point, that the main productive ser­
vice of each type of ship is to satisfy a different kind of demand for trans­
port of commodities by sea. Therefore, these types of ships are productive 
units that belong to different markets.
5.1.4 As indicated earlier, Kenya's sea-borne trade is predominantly general dry 
cargo, and she should, keeping in view her shortage of capital and abun­
dant labour, confine her operations to carrying break-bulk cargo in conven­
tional liner vessels. In this context, Kenya should organize her young fleet 
in the form of conventional multi-purpose vessels. This would provide the 
ground on which this country will take off, and slowly by slowly advance
in ocean shipping. Few vessels may perhaps not yield so large a return on 
the capital or provide so much employment as other industries can do, but 
a beginning is a beginning, such that a small fleet,may create a self-sus­
taining growth process, and at last  expand i tse lf  into a 1-arger complex 
fleet.
5.1.5 Developed countries are of the view that the developing countries should 
spend their scarce foreign exchange resources in developing ports to handle 
expeditiously large vessels of developed countries. This would lead to op­
timum utilization of resources internationally, but this smacks of techno­
logical colonialism which will run counter to national aspirations and in-
54
t e re s t so f  a developing country like Kenya, which needs a national merchant 
fleet to gain economic independence and trading benefits to earn or save 
net foreign exchange and to provide training and gainful employment to i t s  
people in shipping and shore jobs.
5.1.6 A merchant f leet cannot be created from a vacuum. There are preliminary 
prerequisites which must be established and expanded within the national 
shipping development policy of a country, with perceived longer term pro­
spects. First and foremost, is to recognize the importance and function of 
a national merchant f leet within a multitude of economic, poli t ical,  social 
and security aspects of a country. All these aspects have been discussed in 
detail in relevance to Kenya as a developing country (chapter two). But 
there is another pre-condition which deserves mentioning, and that.,is the 
creation of maritime awareness within the development priori t ies.  It is the 
national government which should take the leading role in this respect. 
Consequently, the maritime awareness of the national government with a mari­
time administration, would expose the nation to the international shipping 
matters. In such doing, the country concerned will become informed and moti­
vated to the extent of being capable of improving i tse l f  to the level of i ts  
perceived maritime needs.
5.1.7 Recent maritime history demonstrates that developing countries which have 
achieved substantial maritime administrative growth-for instance, Brazil, 
China and India, have done so by government taking the lead in this sphere. 
Such maritime development depended on their proper understanding of the 
many maritime activities that need to be attended to.
5.1.8 It may be argued that the continuing failure of Kenya to establish and ex­
pand her merchant f leet ,  refers only to lack of finance as a constraining 
factor. In addition to that, i t  is also said that there is a perennial
• problem that the growth of the merchant fleets of developing countries have 
never matched the ambitions of those countries as expressed through the 
United Nations Conference on Trade and Development.
5.1.9 As expressed above, i t  is true that the acquisition of vessels and the de­
velopment of a new merchant fleet require large amount of capital, which 
may be increasingly beyond the means of a developing country like Kenya. 
But, with all respect, one must say that the evidence for such a belief
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seems very weak as i t  only requires enforcement of financial obligations 
and flexibi l i ty ,  with an adequate maritime awareness so as to encourage 
merchant fleet development.
5.1.10 If Kenya has to develop her national merchant f leet ,  all aspects of credit- 
worthiness have to be take/, into consideration, if  she cannot finance the 
establishment of a merchant fleet from her own financial resources. Another 
thing is that, care should be taken in establishing a merchant f leet ,  such 
that the joint ventures with shipping companies of developed countries 
would not make Kenya a junior partner of an advanced maritime nation. Any­
how, with the given maritime awareness, i t  is possible for a developing 
country like Kenya, with shipping obligations to preparethe relevant pro­
positions for submission to the international financial organizatjons like 
the World Bank and the International Monetary Fund for Loans to buy ships. 
Therefore, this is just an example.to show that the problem of acquiring 
vessels could be dealt with from a diversity of positions.
5.1.11 When preparing to purchase the required vessels for the merchant f leet ,  i t  
should be noted that there are contracts encouraged by declining ship-yard 
prices, easy finance and tax -write-offs, which respond to adding more ton­
nage to the existing surplus in the world market. Such surplus prevents 
rise in ship demand, and t.'iis- is the time to buy ships putting into the 
consideration that the availability of cargo is the guarantee of profitable 
investment.
5.1.1? Establishing and developing a merchant fleet is said to be a hard task for 
a developing country like Kenya. However, i t  is important to note that de­
velopment is a process and a goal to be completed and achieved. Therefore, 
the developing maritime countries will be "developed maritime nations" in 
future. The fact that Kenya will be a developed country in future is not a 
matter of assumption, but something deemed with confidence. This may sound 
surprising as one encounters the argument that developed countries took-a 
long period, with tr ia l  and error, to attain their present status, but tho 
message is "what took developed countries to develop can only take deve­
loping countries a couple of years to achieve".
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Mercbaadi!>e Balance of Trade. Selected Years
(A'£ million)
tmpons
‘Frooi outside East Africa 
From Uganda and Tanzania ..
T o t e l ....................................
% of GPD at factor cost
Exports
To markets ouuide East Africa 
To Uganda and Tanzania
Re-exports .......................
T o t o l ....................................
^  of GPD at factor cost
Balance 
Overseas Trade
Trade with Uganda and Tanzania
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% of GPD at factor cost
Total Volume of Trade 
% of GOP at factor cost
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Oomparison of Foreign Trade Indicators.
Value of imports as % of CH'D in current prices 
Value of Exports as % of GDP in current prices 
wlance of Trade Deficit us % ol GDP in current prices 
Current Account Deficit as % of GDP in current prices 
Annual Rate of Growth of Volume of Imports 
Annual Rate of Growth of Volume of Exports 
Annual Rate of Growth of Price Index of Imports 
Average Rale of Growth of Price Index of Exports 













(i) Western Europe has accounted for a third to iwo-lifihs of total exporu with
a mildly rising trend in the share of this region. '
(ii) Uganda and Tanzanii accounted for about 30 per cent of total exports ud to 
the end of the sixties, but then their share began to decline with a sharp fail 
after the break-up ol the Community. While Uganda still accounts for about 
10 per cent of our total exports, exports to Tanzania fell to a trickle from 1977
Source:
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ToUl Popul»iion, Population of Working Age and Dependency Ratios
(Millions and ralios)
Tout Population^




9 104 12 067 16-514
4-461 5-551 7-762
3-792 4-718 6-598
1 04.1 I 17:1 1-3:1
tatio^ 1-40:1 I 56:1 l-SO-.l
-------------------- B ------
f tu m u u  to Tabk 1.3
I The 1964 and 1972 figures are taken from Statistical Abstract for the years 1972 and 
1974. The 1981 figure is estimated applying the annual growth rate of 3.8 per coot 
to 1979 Cenaut figure.
1 Population in ago-group 15-59. The age distribution of 1962, 1969 and 1979 Censuses 
reapectively, have been used for 19^, 1972 and 1979.
t Taken as 85 per cent of Population of Working Age (c.f. Dtvtlopmtnt Plan, 1979-83, 
p. 34).
* Ratio of dependents to population of working age. Dependent population defined 
u  total population mimu population of working age.
5 Ratio of depettdeni population to labour force. Dependent population defined as 
total population minus labour force.









Labour F o r c e ....................... . 5-473 6-598 3-8 3-5
Btnployment 
Small Scale Agriculture 2-665 3-040 2-7 2-7
Pastoralisu ....................... 0-390 0-445 2-7 2*7
Modern Sector 0-915 1 086 3-5 4*6
Rural Non-Farm 0 990 1-180 3*6 5*7
Urban Informal 0-125 0-157 4 7 6-5
Tout Employment 5-085 5-908 3 0 3-8
Residual ....................... 0-388 0-690 12-2 0*1
at % of Labour Force 7-1 10 5
Footnote* The figures in this column have been taken from Development Plan, 1979-83 
Table 2.1, p. 34. However, the estimate of the labour force given there has been 
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1st Cluarter 2nd Quarter 3rd Quarter 4th Quarter Annual Totals
1982 1981 1982 1981 1982 1981 1982 1981 1982 1981
DRY GENERAL:
Imports 389,315 336,465 313,160 341,255 238,283 235,476 275,703 428,808 1,216,461 1,342,004
Exports 196,060 168,488 214,407 210,112 251,220 191,641 208,446 213,507 870,133 783,748
Total 585,375 504,953 527,567 551,367 489,503 427,117 484,149 642,315 2,086,594 2,125.752
DRY BULK:
Imports 64,589 97,729 49,970 189,784 101,886 305,949 53,994 124,441 270,439 717,903
Exports 159,597 133,910 188,194 205,101 263,120 153,671 193,975 229,096 804,886 747,619
Total 224,186 231,639 238,164 394,885 365,006 459,620 247,969 353,537 1,075,325 1,465,522
BULK LIQUIDS:
Imports 776,235 1,282,045 849,.140 798,609 390,746 749,756 689,216 756,700 2,705,337 3,567,110
Exports 126,241 81,164 214,315 603,753 198,592 338,948 149,840 250,317 688,988 1274,182
Total 902,476 1,343,209 1,063.455 1,402,362 589,338 1,088,704 839,056 1,007,017 3,394,325 4,841,292
All Imports 1,230,139 1,696,239 1,212,270 1,329,648 730,915 1,291,1-81 1,018,913 1,309,949 4,192,237 ■ 5,627,017
All Exports 481,898 383,562 616,916 1,018,966 712,932 684,260 552,261 692,920 2,364,007 2,805,549
Total Imp/Exports 1,712,037 2,079,801 1,829,186 2,348,614 1,443,847 1,975,441 1.571,174. 2,002,869 6,556,244 8,432,566
Transhipment' 474 577 2,236 314 1,623 1,362 425 1,125 4,758 3,378
GRAND TOTAL 1,712,511 2,080,378 1,831,422 2,348,928 1,445,470 1,976,803 1,571,599 2,003,994 6,561,002 8,435,944








COMMODITIES 1978 1979 1980 1981 1982
Coffee 275 259 234 256 318
Tea 101 111 91 91 100
Maize 24 159 1 —
Cashew Nuts 2 2 8 9 6
Beans, Peas, Pulses 12 7 9' 5 41
Oil Cake 2 4 2 _ _ 1
Oil Seeds 10 13 ____
Wattle Extract 10 12 12 12 11
Cotton 14 5 6 4 4
Sisal 27 26 36 40 39
Hides Er Skins 
Tinned Fruits,
13 13 8 14 14
Vegetable £t Juices 56 50 51 54 52
Lub. Oil in Drums 22 26 26 7 6
Scraps 2 4 2 1 1
Soda Ash 148 114 98 57 55
Blister Copper 1 _ _ __
Zambia Copper ___
Other Mineral Ores 1 2 8 1 _
Cement in Bags 9 37 29 55 101
Others 103 121 183 • 122 68
TOTAL GENERAL CARGO 832 1,047 . 902 728 817
Soda Ash in Bulk . 82 98 70 93
Cement Bulk 523 426 460 530 574
Cement Clinker 29 81 14 42 60
Fluorspar 104 78 97 106 82
TOTAL BULK DRY 656 590 571 748 809
Molasses 38 65 79 107 55
Bulk Oils 100 174 361 937 400
Bunkers 176 235 158 230 234
TOTAL BULK LIOUIDS & OILS 314 474 598 1,274 689
TOTAL BULK EXPORTS 970 1,064 1,169 2,022 1,498
GRAND TOTAL 1,802 2,111 2,071 2,750 2,315
Sourca: Export class. Commodity Statements.
Annex 6b
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P R I N C I P A L  C O M M O D I T I E S
I m p o r t s  '0 0 0  d w T
COMMODITIES 1978 1979 1980 1981 1982
Lubricating Oil 6 5 6 4 2
Pipes & Fittings 15 6 5 6 6
Sugar 53 57 2 12 10
Rice - - 25 9 48
Gunnies 17 5 9 17 . 19 •
Railway Materials 39 32 10 5 20
Fertilizer 100 37 145 178 85
Salt in Bags 28 - 16 25 7
Iron Er Steel 205 160 216 136 146
Vehicle Tyres & Spares 75 . 43 72 34 44
Agric. & Other Machinery 16 13 14 25 13
Wheat in Bags 1 2 15 10 14
Maize in Bags 43 60 20
Chemicals (Insecticide) 1 2 9 5 3
Paper 6 9 9 6 5
Tallow & Oils in cases £f 
drums 15 8 13 10 18
Malt 12 1 2 1
Others 609 539 625 598 529
TOTAL GENERAL CARGO 1,198 919 1,236 1,140 990
Coal 61 62 • 46 91 62
\A/heat in Bulk 88 34 78 154 144
Maize in Bulk - 444 335 3
Gypsum 15 29 47 62 -
Fertilizer in Bulk 10 8 5 27 21
Salt in Bulk 37 27 15 37 8
Burt Ore 25 • 23 13 30
Sulphur - - -
Loose Bauxite 2 - - 2 2
Iron Ore 1 - - -
TOTAL BULK DRY 239 160 658 721 270
P.O.L. 2,732 2,761 3,387 3,496 2,627
Palm Oil 45 49 61 57 67
Tallow 7 3 10 11 3
AIKane 2 3 4 2* 3
Crude Coconut Oil 1 - - ■ 1 .2
Linseed Oil - 4 - - 1
Turpentine 1 - 1 - 1
Chemical (Polyovorand) 1 1 4 1 1
TOTAL BULK LIQUIDS 2,789 2,821 3,467 3,568 2,705
GRAND TOTAL 4,226 3,900 5,361 5,429 3,965
Source: Import Class Commodity Statements
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Annex 7
THE MINISTRY OF TRAhJSPORT 
WID COt>IMLJNICATIONS
Ministry of Transport and Public Works /
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